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How to secure more k 
per kilowatt 


Installed in every restaurant and soda fountain on your Main Street . . . where you 
have connected service at a very profitable rate . . . Silex glass coffee makers inc 
your KWH. 


And, Silex glass coffee makers are easy to install . . . because o- increase both ¢ 


and food business, because they brew coffee for I!/>c a cup, including the cost of ¢ 
sugar, coffee and brewing. 

Only Silex offers a complete line of Stainless Steel ranges and high speed—1000 w 
brewing elements. Pyrex brand glassware, guaranteed against heat breakage, is used 
sively in Silex glass coffee makers. 

We have a plan to help you increase your KWH. Write for it today. The Silex { 
pany, Dept. B Hartford, Conn. 

4-unit Carlton $173.95 complete with glassware and built-in hot water tank. Other 
$17.45 to $228.45. 
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0 PRICELESS GUIDES TO LOWER TRUCK 
FOR UTILITY OPERATORS 


IRE COSTS 


Would you think it possible 
cut tire costs on your 
ks as much as 10%? Then 
n to this: Dozens of utility 
rators have cut costs more 
i 10% and increased tire 
eage as much as 50% with 
help of these two scientific 


The Truck Tire Calcu- 
or” and “The Practical 
de for Tire Combinations” 

developed by Goodrich 
neers. Scientific, authori- 
ve, yet simple and easy to 
erstand, these two guides 

d be in the hands of every 
ity service manager or the 


tive in your company re- 
nsible for tires, 
Truck Tire Calcu- 
br” answers important 
stions such as these: 


t is the probable life of 
my tires? 


What size tires should I use? 


What do truck tires actually 
cost? 


What should truck tires cost 
me? ; 

This simple device alone has 
saved truck owners thousands 
of dollars. 

“The Practical Guide for 
Truck Tire Combinations” 
stops waste before it starts. 
Accurate data on tire change- 
over, payload, tire sizes and 
inflation pressures, rim sizes— 
answers questions of mainten- 
ance and care that put dollars 
back in operators’ pockets. 

The use of these two aids 
coupled with Goodrich Silver- 
towns will help you cut tire 
costs, reduce accidents and 
road delays, 


TRIPLE PROTECTED 
IN THE SIDEWALL 


When engineers discovered 
that 80% of all premature tire 
failures occur in the sidewall, 
Goodrich developed a new in- 
vention to protect this “‘Fail- 
ure Zone.” Here’s how Triple 
Protection works: 

PLYFLEX—distributes stresses 

throughout the tire—prevents 

ply separation—checks local 
weakness, 


PLY-LOCK—protects the tire 
from breaks caused by short 
plies tearing loose above the bead. 


100% FULL-FLOATING CORD — 

eliminates cross from all 

plies—reduces heat in the tire 

12%. 

The right tire for the load 
plus Triple Protection will 
save you money as it has thou- 





sands of truck owners. Only 
Goodrich has this Triple Pro- 
tection. Have the Goodrich 
man in your territory tell your 
service manager about it. 


Or ask your secretary to 
write your name and address 
on the margin, tear off and 
mail. “The Truck Tire Cal- 
culator” and “The Practical 
Guide for Tire Combinations” 
will be promptly forwarded 
without obligation. 


oodrich“Silvertowns 


ECIFY THESE NEW SILVERTOWN TIRES FOR TRUCKS AND BUSES 
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ORONITE-CALLENDER 


:| OIL-FILLED 











683 
* Paper-9 2 
ff lated bl. 
m [Pajaet-Snsu ate ables 
717 
Okonite-Callender oil-filled cable provides an economical 
727 means of solving many problems that arise in operating 
737 high-voltage, underground systems. 
~ 4 Among the important advantages of oil-filled cable are: 
Smaller outside diameters 

6 Greater insulation stability 

: Greater allowable current carrying capacity 

51 It is recommended that oil-filled cable be given considera- 
8, 80 


tion in plant problems involving high-voltage, underground 
cables. We offer an active, practical engineering service for 
assistance in such studies. Our bulletin on oil-filled, paper 
insulated cables will be mailed upon request. 


, THE OKONITE COMPANY Ficus 





= PASSAIC, NEW JERSEY 
allie THE OKONITE-CALLENDER CABLE COMPANY, INC. 
iti PATERSON, NEW JERSEY 
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B* this time the lambs and lions, who have 
been lying down together in Wall Street in 
proud disdain of the possible rampages of the 
bulls and bears, have found out that it is just 
as uncomfortable to be run over or devoured 
under the SEC Act as it was back in the old 
wicked days before the New Deal. Yet, quite 
a few are beginning to regret the haste with 
which they threw some utility securities over- 
board during the petty panic flurry in the 
middle of last month. 


IN some cases it was probably the old, old 
story of throwing over sound and substantial 
shares in order to save “cats and dogs” which 
should have been the first to go. Yet in view 
of the greatly reduced amount of margin 
trading, there still remains the puzzle of why 
utilities continue to be treated as stepchildren 
in the market, regardless of earning prospects. 


THE obvious and popular explanation is the 
prevailing antiutility attitude of the New Deal, 
but even that does not satisfy our financial 
editor, OWEN ELy, who in a special article in 
this issue (beginning page 703) essays an 
analysis of the strange case of utility shares. 
Mr. Ey received his A. B. degree from Ham- 
line University in 1910 and his A. M. degree 
from Syracuse University in 1911; he began 
his business career as a statistician with the 
New York Central Lines in 1914, and later 
became statistician for several brokerage 


JAMES BLAINE WALKER 


Utility service for a city of millions created in 
months. 


(SEE Pace 692) 
NOV. 25, 1937 


FA 
HERBERT COREY 


Is the New Deal trying the old Army game on 
the Army Engineers? 


(SEE Pace 683) 


houses in Wall Street, where he made special 
analyses of public utility companies. Mr. Ety 
has contributed extensively to several financial 
magazines, and is the winner of the Hart, 
Schaffner and Marx prize award for his book 
“Railroad Rates and Cost of Service.” 


¥ 


Bu while the utilities may be still having 
their differences with the New Deal, the 
New Deal has plenty of troubles of its own, 
As Editor Raymond Moley puts it: “There is 
nothing particularly threatening on the horizon — 
in Washington, nothing new, that is—just ” 
more of the same.” With all hope apparently 
gone for getting President Roosevelt's “big” 
four” reform bills out of the trenches by 
Christmas, there must be times when adminis- 
tration leaders wonder if it wouldn’t have been 
just as well if the Supreme Court had gone on” 
taking the responsibility for blocking progres-~ 
sive reform, instead of allowing Congress to 
kick the President's “must” bills all over the 
committee rooms. Even those laws w 
have been approved by all three branches are 
developing administration difficulties. 


THE situation recalls a witty line from the 
current Broadway play, “I’d Rather Be Right. 
The actor George Cohan, taking the part of 
President Roosevelt, is shown trying to get 
some satisfaction out of reading a copy of th 
Wagner Act. Finally, he gives up in despait 
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tter of old-time 


ee a 
How Movies 0 Noise may’ Pp 
watch tick! And 


it’s priced with lowest ...with 


Ml "7 the Commercial it Company's 
ave Cars a“Hushed" Ride 2:22:25" 
and Chrysler dealers. 





is One Way to plug out noise. But Different Parts of a Car have differ- They Used Television tubes to photograph 
contains special insulating ent vibrations. So Plymouth engineers noise and transform it into a eas ow ered 
materials which effectively keep noise put microphones everywhere inside... these light-rays on a movie-film— 
out...give a “hushed” ride! to ferret out the slightest noise. will paint its own picture for you. 


ing sound-track on the film. Plymouth engineers analarm-clock bell, the vibration is “dam- Spools of rubber “float” Plym- 
studied hundreds of these “movies.” They pened.” A special material — vi- outh’s body on the frame...effi- 
worked out 5 different ways to stop noise. bration in various Plymouth ciently block out road vibration. 


This is a Movie of Noise. Look at the waver- Dampens Hum, Rumble.When you grab 6 Blocking Road Vibration. 





Soaking Up Noise from the Air. Patented Floating Power engine The Big 1938 Plymouth! See it today—and learn 
Insulating materials are tested in this mountings keep power vibration the whole great story! PLYMOUTH DIVISION OF 
tunnel. Noise must be actually from being telegraphed through CHRYSLER CORPORATION, Detroit, Michigan. 

“soaked up” by these materials. the car’s frame to the body. Major Bowes’ Amateur flour,C.B.S. Network, Thurs..9-10p.m..£.S.T. 


"S“THE CAR THAT a 
forza Plymouth Builds Great Cars 
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8 PAGES WITH THE EDITORS (Continued) 


and says to the audience: “You know, some- 
times | think the Supreme Court passed this 
one just for spite!” 


HERBERT COREY once again gives readers 
something to think about. His article, 
“Thumbs Down on the Engineers,” page 683, 
analyzes the reported tendency of the adminis- 
tration to ignore and even suppress engineering 
data unfavorable to pet New Deal projects. 
The recent wholesale criticism leveled at this 
attitude by outstanding civil engineers. of the 
nation during the recent annual meeting of 
the American Society of Civil Engineers lends 
weight to Mr. Corey’s thesis that the New 
Deal can’t abide dissenting engineers’ reports 
no matter where they come from. Mr. Corey’s 
reputation as a frequent contributor to the 
FORTNIGHTLY, and as a war correspondent and 
Washington journalist, is too well known to 
require any further introduction of him here. 


¥ 


OVERNOR Quinn of Rhode Island, who re- 
G cently gained national renown as the 
executive who put down, vi et armis, a state 
of insurrection among the colts and fillies at 
the Narragansett race track, gives us a new 
and interesting conception of state pride. 
Seems that Governor Quinn feared that the 
horse races would attract undesirable persons 
who might disedify or scandalize the good 
citizens of Pawtucket. For another viewpoint, 
let us look southward to the once desolate mud 
bank of Flatbush, Long Island, and lo, we see 
a great city rising almost overnight to at- 
tract all folks, desirable and otherwise, to the 
scene of New York’s World Fair in 1939. The 
more, the merrier; Father Knickerbocker isn’t 
pernickety. Mayor La Guardia has already said 
so. And he ought to know, in view of the re- 
cent vote of confidence encoring his perform- 
ance as the nation’s First Mayor. 


But behind the handshaking and pleasant 
formalities there’s much real hard work and 
difficult planning to be done in organizing such 
a colossal project as a World’s Fair. Among 
other problems is the matter of providing 
transportation and other forms of public serv- 
ice for the mushroom metropolis. In this issue 
(beginning page 692) JAMEs BLAINE WALKER 
gives us the “utility angle” on the World’s 
Fair. That ought to scoop the New York 
dailies which have already just about ex- 
hausted the women’s angle, the children’s 
angle, the Republican angle, etc., on the Fair’s 
newsfront. 


Mr. WALKER, who is well known to readers 
of the Fortnicutty for his long and dis- 
tinguished service as secretary of the National 
Association of Railroad and Utilities Com- 
missioners, is now in private practice as a 
transit consultant in New York city. He 
served as secretary to the national body from 
1917 to December, 1934. During approximately 
the same period, he was secretary. of the old 
New York Public Service Commission for the 


NOV. 25, 1937 


OWEN ELY 


The electric power industry has given a re- 
markable account of itself during the de- 
pression. 


(SEE Pace 703) 


first district and also of the New York Transit 
Commission, which succeeded it in 1921. Prior 
to his association with utility regulation in 
New York city, which began in 1908, Mr. 
WALKER was a newspaper man. Following his 
graduation from St. Vincent’s College in 
Westmoreland county, Pennsylvania, in 1883, 
he became managing editor of his home-town 
newspaper, The Helena (Mont.) Herald. In 
1896 he shifted to an editorial desk at the Salt 
Lake (Utah) Tribune. In 1897 he became 
managing editor of the Syracuse (N. Y.) 
Herald, and in 1901 he filled the same job on 
the New York Daily News, then published by 
the late Frank Munsey. Mr. WALKER is also 
well known as the author of “Fifty Years of 
Rapid Transit,” a history of New York city’s 
efforts to provide an adequate system of in- 
ternal transportation for a great metropolis. 


¥ 


MONG the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


Adopting the view that a uniform practice 
should be established with respect to customer 
deposits with municipal utilities, the New 
York commission has ordered payment or 
credit at 2-year intervals of simple interest at 
the legal rate of 6 per cent on such deposits. 
(See page 265.) 


THE next number of this magazine will be 
out December 9th. 


has 
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A 7-DAY VACATION 
FROM NOISE 


ve 
Re Mington 














1 re- 
de- 


ansit 
rior 
mn in 
Mk. 
g his 
e in 
1883, 
flown ° . 9 
| Try one or more Remington Noiseless 
ame 
¥2 : 

bon in your office at our expense 
d by 
also 
s of ] AKE us up today on this Remington Noiseless Kick NOISE off the payroll today. Get the facts on 
ity’s offer. Phone and let us put one or more new our liberal allowance for your old machine. Pay as 
f in- Hhchines any place in your office. Keep it for seven little as $5 down with monthly pay- 

ols. le days. See for yourself the difference it makes ments as low as $12. Phone or write 

h better work, saved time, fewer errors. Find out now for details of the 7-day trial offer. 

hat it means to have a quiet office for a change. 

he test is free. No strings to it. No obligation. HAVE YOUR SECRETARY 

MAIL COUPON FOR BOOKLET 


inted 
back [Xo wonder you save money, get better results with 
‘ing: BRemington Noiseless. For here is a typewriter that 
ctice Ys every feature the modern office girls want. 
mer [ght touch. Smooth operation. All the speed a girl 
New #§” use. Originals and carbons are clear and sharp. 
t or @#encils are clean-cut. Tabulator system is part of 


= he keyboard; makes listing figures easy as typing! 
sits. 


Remington Rand Inc., Dept. G-112 
465 Washington Street, Buffalo, N. Y. 


Please send me your free booklet describing the Rem- 
ington Noiseless Typewriter and 7-day free trial offer. 


LIBERAL TRADE-IN... YEAR TO PAY 
1 be t makes no difference whether your office is large 
small—Remington Noiseless will do a better job, 
ve you money. Tests show it increases efficiency 

‘much as 20% in stenographic departments. 
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[he sale of Modern Lighting 
or Modern Store Fronts should 
begin at Home! 


3. 
xes, 
act 
| 7- 
qs 
leg- 
peti- 
lem- Here’s how Architect Geo. F. Sansbury and the Potomac Edison Company 
convince the merchants property owners of Cumberiand, Md., of the 
sion value of brightly lighted stores. 
“ei practice what we preach ... because we know it 
| means better business!” 
‘ail- : j -Put.a new Pittco Front on your utility show rooms. 
Bs light; . new Pittco Store Fronts an Make them an example of what you preach. And 
pe menting, when the Pittco Store Front Caravan, sponsored 
e of to take best advantage of this tie-up . . by Pittsburgh Plate Glass Company, comes to your 
bvince prospects in your community of the sound-__ territory, don’t miss it. It shows you numerous 
‘om- iss of store front modernization with better light- | actual examples of modern store front lighting. It 


g... there’s nothing more valuable than an 
ual example... on your own show rooms... 
just what you mean. 


mu talk to a merchant . . . tell him the need for 
bdern merchandising methods . . . plug away on 
idea of a new store front with better lighting. 
Md to clinch the argument, you say “Look at our 
a quarters down the street. There’s a new 
nt... illuminated in the modern manner. We 


offers you an opportunity to cooperate with a pro- 
motional effort that leads directly to more business 
for you. Contact our local branch for data about 
the Caravan ... and for any cooperation on store 
fronts you may need in your work. 


Ait? \TTS BURGH, 
PLATE GLASS COMPANY 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





J. WARREN MADDEN 
Chairman, National Labor 
Relations Board. 


JAscHA HEIFETZ 
Writing in Harper’s Magazine. 


JESSE JONES 
Chairman, Reconstruction Finance 
Corporation. 


Henry Ear_e Riccs 
President, American Society of 
Civil Engineers. 


Fioyp W. Parsons 
Editorial Director, Gas Age. 


Dennis J. Driscoii 
Chairman, Pennsylvania Public 
Utility Commission. 


Ernest G. DRAPER 
Assistant Secretary of Commerce. 


Joun A. BECKER 
Wisconsin State REA Director. 


J. D. Ross 
Administrator, Bonneville Dam. 


Rosert H. JACKSON 
Assistant United States Attorney 
General. 
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“A prophet who is poisoned with prejudice is never to 
be trusted.” 


* 
“There is no doubt in my mind that brighter days for 
radio lie ahead.” 


¥ 


“T know beyond question of a doubt that the President 
is determined to balance the budget.” 


> 


“Bonneville, were it alone being built, appears to be a 
reasonable project with good prospects of being self- 
liquidating.” 


* 


“The greatest need of the present day is to make the 
public mind conscious of the dire necessity for creating 
more wealth.” 


¥ 


“Care of those services which are essentially urgent in 
society can no longer be safely left to the unfettered play 
of the acquisitive impulse in man.” 


¥ 


“Autocratic methods and strong-arm practices either 
on the part of management or labor are not in accordance 
with the principles of democracy.” 


¥ 


“Weak sisters have no place in the REA program, and 
consequently the codrdination office has consistently urged 
that it does pay to organize cripples.” 


¥ 


“I have been repeatedly asked what I would do if ad- 
ministrator of Bonneville’s power system. I will do what 
I think the administration wishes me to do.” 


¥ 


“Congress clearly has the right and the power to close 
the mails and other avenues of interstate commerce to 
. . . . Y 
those who refuse to obey its constitutional edicts ... 


12 
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Burrou ohs 
DESK BOOKKEEPING MACHINE 


FOR PAYROLL AND | 
SOCIAL SECURITY RECORDS 
Large concerns find that certain accounting jobs 


At one writing, this new low-priced Bur- in different departments can now be mechanized 


hs Desk B i i - : F 
roughs Desk Bookkeeping Machine pro at extremely low cost with this new Burroughs. 
duces pay check (or pay envelope), 


employee's statement and a record of the 


entiagene dutdinab ul idiedinants, Small concerns find that it gives them the advan- 


tages of complete machine record-keeping with 


FOR BOOKKEEPING a minimum investment. 


Let the Burroughs representative demonstrate the 
Because it writes dates, adds debits, sub- many fine features of this new machine for you. 


tracts i 
a credits and extends the new balance, Telephone the local Burroughs office, or mail the 
this modern Burroughs posts any ledgers, 


writes monthly statements, and handles all coupon for free, descriptive folder. 
miscellaneous figure-work inexpensively. 


FOR ADDING AND 


SUBTRACTING 268 Second Bivds Detrolt, Mich. 


Send me your folder describing the new Burroughs Desk 
Bookkeeping Machine. 








The famous Burroughs Short-Cut Key- 
board provides the fastest method for list- 
ing, adding and subtracting amounts. 
Subtraction is as fast and easy as addition. 


Name 
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REMARKABLE REMARKS (Continued) 


WituiaM F. Beatty 
Unsuccessful Candidate for 
Pittsburgh City Council. 


Harovp L. Ickes 
Secretary of Interior. 


FRANKLIN D. ROOSEVELT 
President of the United States. 


WituraM E. Lee 
Commissioner, Interstate Com- 
merce Commission. 


Frank R. McNINcH 
Chairman, Federal Communica- 
tions Commission. 


C. E. GroESBECK 
Chairman of the Board, Electric 
Bond and Share Company. 


Cart I. WHEAT 
Special Counsel, FCC Telephone 
Investigation. 


C. E. Witson 
Vice President in Charge of Sales, 
General Electric Company 
(Bridgeport, Conn.). 
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“Whenever a utility company, or men connected with a 
utility company, do not oppose legislation dealing with 
utility subjects, you can readily mark that legislation as 
favorable to the utility companies.” 


¥ 


“For the first time we have some specific proposals for 
coérdinating water use over a whole drainage basin which 
will do much toward alleviating drought distress and 
bring other manifest benefits to a large area.” 


¥ 


“My conception of liberty does not permit an individual 
citizen or group of citizens to commit acts of depredation 
against nature in such a way as to harm their neighbors, 
and especially to harm the future generations of Ameri- 
cans,” 


¥ 


“... the railroads will include in the rates which they 
impose every dollar they are required to spend. If in- 
creases in their operating expenses are made necessary, 
we must expect that such increased expenses will be re- 
flected in the rates we will have to pay.” 


¥ 


“An analysis of the finances and operations of three 
municipal electrical distribution systems served by the 
Tennessee Valley Authority shows remarkable results in 
the form of lower electric rates and greatly increased use 
of electric energy in both the urban and rural communi- 
ties surveyed.” 


> 


“Elsewhere in the country, government agencies are 
helping to finance electric power facilities which, in the 
main, must compete for the consumer market with pri- 
vately financed companies. The industry is in the sorry 
position of helping to finance these projects by being 
forced to pay an ever-increasing amount in taxes.” 


> 


“ ‘Regulation by explosion,’ made up of long periods of 
inactivity on the part of regulatory authorities, combined 
with infrequent, but usually violent, outbursts of formal 
rate cases and resultant litigation, represents a method 
which furthers neither the interests of the ratepayers nor 
of the utilities which serve them.” 


* 


“ |. . as complete electrical application has been made 
to the problem of low-cost production for all of the goods 
and services which constitute the American standard of 
living, that standard has spread to more and more mil- 
lions and as it has spread, there has been created more 
and more work, better working conditions, and a higher 
wage level.” 
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Chart’ showing Bowl Mill 
sales over 2-year period 


hree 

the 
is in 
use 
uni- 


hr. service, 6 days a week, for over two years. 
Uninterrupted service over as long 

as required is characteristic of Bowl Mill 
performance.) 


Actual operating records show these 
are | results: — 


the Low Maintenance 


cial (In'one plant the. maintenance cost for two 

rry mills, after.each had ground 46,000 tons of 

ing coal, was‘ less than one half cent per ton. 
In another case, where a Bowl Mill had 
been in virtually continuous service for 9 
months, it was estimated that maintenance 
would average 114 cents per ton.) 


Lower Power Consumption 


(as low as 7.3 kw per ton, on a large mill 
grinding Pocahontas coal.) 


Quiet Vibrationless Operation 


s of 


Grinding elements can remain in use con- 


(Those familiar with coal verizers who 


tinuously without materially affecting per- “ 
ned formance, until their service life is fully seo atc sw 8 parol gacten - - pt mon 
mal utilized. Consequently, mill outage and labor and lack of vibration. It is unquestional 
hod costs for removal and replacements of par- the quietest coal pulverizer on the market. 
nor tially worn parts are avoided. 

— Fineness Adequate Protection Against 

consistently maintained over the mill’s wide 

— oe on ge tees f ection of the mill 

. ee . (The provisions for protection o 
ate High Continuity of Service against injury by such tramp iron or foreign 
ods (The first Bowl Mill to be placed in com- material as is ordinarily encountered have 


| of 


mercial service has been in continuous 24- 


proved entirely adequate.) 


A-376a 


nil- > 
ma |COMBUSTION ENGINEERING COMPANY, INC. 


200 Madison Avenue, New York, N. Y. Canada: Combustion Engineering Corporation, Ltd., Montreal. 
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Ride With Changing 
ya Coal Prices 


Coal burning equipment 
should be able to burn coal 
from any field so that you can 
shift your purchases to take 
advantage of changes in coal 


prices. Taylor Stokers, be- 
cause of their design, have 
an outstanding reputation 
for burning a wide variety 
of coals. Capitalize on this 
fuel flexibility! 

















Division: AMERICAN ENGINEERING COMPANY 


PHILADELPHIA, PENNSYLVANIA 


Other Products: A-E-CO LO-HED MONORAIL ELECTRIC HOISTS, A-E-CO HELE-SHAW 


PUMPS, MOTORS AND TRANSMISSIONS, A-E-CO MARINE AND YACHT AUXILIARIES 
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BARTLETT RESEARCH HELPS 
FSSoBUILD LOAD SOUNDLY 


No. 777 


Two Hand Pruner 

Drop forged tool steel. Rapid 

cutter. Blade may be placed next 

to main limb of tree with hook han- 

die held in LEFT hand. Right hand 

is FREE to operate blade. 26” 
handles. 

No. I-B Tree Trimmer 
The No. 1-B Tree Trimmer, clips 
limbs up to 1%” with ease and 
has the patented Compound Lever 
side cutting head, with Bakelite 
Insulator which is tested to 105,- 
000 volts. Handles are Sitka 
Spruce, treated for protection. 6 
to 16 feet in length with extra 
length easily attached. Only a 
side cutting head leaves clean 
wounds. 


No. 43 and 44 Pole Saws 
For pruning larger limbs than our 
No. 1 Tree Trimmer. No. 43 has 
12 in. drag tooth blade. No. 44 
has 16 in. peg tooth blade with 7 
teeth per inch. Saw is adjustable. 
Light weight. 

Bartlett Tree Paint 
For destroying and preventing the 
growth of wood destroying fungi 
and for the protection of wounds, 
use Bartlett’s Tree Paint. Easily 
applied with ordinary paint brush. 

Used by U. S. 

Government 
State Highway 
Departments 
and Tree 
Experts 


Send for 
Catalog BLACK ' 
No. 23 Mai 8 Electric refrigerators are great load builders. 


yet ety T we on But electric refrigerators vary in construction 
No. 2] - fra mn tet and therefore in effectiveness. Often performance 
Detroit, Michigan — ; in some respects is better than in others. 





That is why Electrical Testing Laboratories 
makes complete tests and reports the results. 


. Then you can see how products measure up, on 
P ° U. R. Question Sheet P lan your different requirements. 
AN EDUCATIONAL OPPORTU- 
wt for ose utility men. A fort- For forty years E. T. L. has been conducting 

wiz of ten ate : ne 9A aon 

on practical Scns mk apuention anes. serpaenaines See sco: apne ot ae 
tions discussed and decided by the State most every commodity that they sell, service, 
Commissions in their investigations of buy or use. Our clients tell us that this has made 
public utility companies. their operations more economical. May. we serve 


you? 





$25.00 a year for the Public Utiliti : 
with Question Sheets phy o> ec aggaaa Fortnightly 


a year for Question Sheets and answers 
Sees ts the Public Uuiitien Horemeyye? ”* | Bee a ie i L 
IN 
For further information address Ww :te) oO . 
ORIES 
PUBLIC UTILITIES REPORTS, Inc. 7 East End A 


1038 Munsey Bldg. Washington, D. C. i “iNew!Vork. N 
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MODEL 120 & 160 WITH SHIFTABLE 
BOOM .- - CHAIN AND BUCKET TYPE 


The latest boom type Buckeye ditchers have 
a wide range of usefulness» Trench 16” or 
more wide and to 12’ 6” deep can be dug in 
hard-to-get-at places or on open country 
right-of-way, with equal facility. Digging 
boom may be shifted to right or left allowing 
the machine to cut trench within 4” of a 
curb or 10” from poles, buildings or other 
obstructions. 


THE BUCKEYE TRACTION DITCHER CO. 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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MODEL I! WHEEL TYPE. 
SMALL. FAST . EASILY HANDLED. 


THEY SIMPLIFY YOUR 
DIFFICULT DITCHING JOBS 


Short runs of small trench, lines that run close 
to obstructions, scattered jobs that call for mov- 
ing the ditcher frequently, difficult soil conditions 
and a variety of other mean-to-handle situations 
are greatly simplified by the use of the Model I! 
Buckeye. Built by the originators of the wheel- 
type ditcher, this small machine — only 52” wide 
over-all, digs trench from 10” to 22” wide and 
to 542! deep at speeds up to 416” per minute. 
It has the power and rugged strength to handle 
any ditching job within its range of trench width 
and depth and a range of digging speeds that 
enables you to keep any job moving at the max- 
imum practical speed. 
e 


Quickly 
moved from 
one job to the 
next on 
Buckeye 


built trailer. 


FINDLAY, OHIO, U.S.A 
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jt RILEY PULVERIZERS 


in Central Stations 





Plant after plant in the Public Utility industry has swung to Riley 
Pulverizers .. . definitely establishing Riley as one of the leaders 


A few Public Utilities using Riley Pulverizers .. . 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Order 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D. C. 


LED. 

YUR Oklahoma Gas & Electric Co. . . . Repeat Order 
OBS Stamford Gas & Electric Co., Conn. 

n close City of Springfield, Il. 

oF mov- 

ditions City of Tacoma, Wash. 

oo Savannah Electric Co., Georgia 


wheel- Dubuque Electric Co., Iowa 

1” wide 

de and Central Iowa Power & Light Co. 
vute, 


handle Lynn Gas & Electric Co., Mass. 

idth 
ew Upper Michigan Power & Light Co. 
@ max- 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACES 
PULVERIZERS - RURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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Specify “Eagle” Twisted Jute Packing 


it's Standard Everywhere" 





"Eagle" Twisted Jute Packing is supplied either 
tarred or untarred (oiled), and tarred unoiled (dry), 
It is nationally used for caulking Water, Gas, and 
Sewer Mains (Bell Joint Pipes). 


Also Manufacturers of 


American "Superior" Brand Fine Manila 
Rope 








STOPPERS 


All Types 
PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 
' SAFETY GAS MAIN STOPPER 


523 Atlantic Avenue 
klyn, New 
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Air Conditioning 


—everybody’s business 


Think of it in terms of business 
-or think of it as happier living 
-it’s here and none of us can 
afford to ignore it. 


Air Conditioning, as ‘‘ Products of General 
Motors’ develop it, is a year round matter. 
Keeping warm in winter is a part of it. 
So is keeping coo/ in summer. But true 
Air Conditioning — man’s latest victory 
over the elements — the creation of your 
own special weather—calls for more than 
heating and cooling. It requires in addi- 
tion that during the whole year the air you 
breathe be regularly changed, cleaned and 
circulated... air that has been humidified 
(moistened) in winter and de-humidified 
moisture removed) in summer. Such is 
he miracle of modern Air Conditioning! 
What General Motors did with the 
motor car, it has done with automatic 
heating... made it an everyday affair— 
0 efficient that it is now an economy in 
even the most modest home. 
And now comes another General 
lotors achievement — one that is vitally 
mportant to every business man—whether 


he owns, or leases, or rents... Frigidaire 
Controlled-Cost Air Conditioning. 

First it offers equipment of the exact 
size needed. This is very important — be- 
cause if it is too small it will not perform 
efficiently. If it is too large it will cost 
too much to operate. 

Next it offers the fype of installation 
that is most adaptable to any building— 
whether it is old or new—owned or leased. 

Then it provides the kind of air condi- 
tioning required—whether simple cooling 
or more elaborate control of a// atmos- 
pheric conditions. 

It offers matched and balanced equip- 
ment—each part in the system designed 
to work smoothly and economically with 
every other part. 

But most important of all, Controlled-Cost 
Air Conditioning puts all the facts on the 
table. It removes the ‘‘mystery”, the 
‘‘guesswork’’—and because you know the 
facts you can control the cost. 

Air Conditioning is, and must be, every- 
body’s business. Make it your business to 
get the facts now from Delco-Frigidaire. 


we Vays lo lal To 


JELCO-FRIGIDAIRE 


The Air Conditioning Division of General Motors, Dayton, Ohio 


Ufo) V- Wile HEATING, COOLING AND CONDITIONING OF AIR 
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“THE MOST POWERFUL AND SERVICEABLE” 


HAND SEARCHLIGHTS— 
WORKLIGHTS— 
REPAIR CAR ROOF LIGHT§ 


MADE SPECIALLY FOR 
ELECTRIC—GAS—TELEPHONE 
REPAIR CREWS 


WRITE FOR FOLDER 


MORE IMPORTANT /6 CARPENTER MANUFACTURING CO. 
THAN EVER BEFORE Cambridge, Mass.—Cable address “Portalite” 











) BETTER LINES 
are built with 
PORCELAIN PRODUCTS 


PORCELAIN PRODUCTS, INC. 


Parkersburg; West Virginia, U.S.A. . 
HI-VOLTAGE INSULATORS —SINCE 1894 
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RIGHT TYPE 
for 
EVERY 


SERVICE 


Somewhere in this broad line of modern. 
highly-efficient Turbine, Centrifugal and 
Reciprocating Pumps is exactly the equip- 
ment you need, no matter what your 
pumping problem. American-Marsh en- 
gineers can help you get results with 
UTMOST economy. We have done it 

a thousand times before] Write us for 
bulletins. 


AMERICAN-MARSH PUMPS, INE 


Centrifugal, Turbine, Steam, and Power Pumps 


wm} BATTLE CREEK .... MICHI GAI 
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> Full Size Professional // 
ARC: F 
WELDER 


Here’s thrilling news! A 
full size, heavy duty Alad- 
din Electric A WELDER 
—only $39.25 with De Lure 
Accessories! Not a toy, but a 
big, 100-pound man-sized ma- 
chine that welds all weldable 
metals and alloys with amaz- 
ing efficiency, everything from 
cast iron parts to light sheet 
— > sturdy, a he 
construction mac ne, ye alu 
easily portable on casters, ACCESSonies 


WORKS FROM 110-VOLT SOCKET 
ey plug into any 110 or 220 volt A.C. electric 
socket. Economical—costs only a few pennies an 
hour to use. Often pays for itself or first or 
second job. Can be carried right te outside jobs 
in auto truck or side car. as complete heat 
controls. Anyone can use easily. Instructions for 
doing all kinds of welding jobs included. 

Amazing Detalis FREE! 
Send no money! Write today for fascinatin, 
facts about this new Aladdin ARC WELDE 
with De Luxe Accessories. Aladdin is the ideal 
welder for Public Utility service, maintenance 
and construction work—a highly efficient machine 
GUARANTEED TO MEET ALL CLAIMS, at a 
fraction of the price asked ie others—at a sav- 
ing that may amount to several hundred dollars! 
Send today for full details. You are not ob 
COMMONWEALTH MFG. CORP. 
4208 Davis Lane Dept. U-70 Cincinnati, Ohio 

















GOOD 
INSULATORS 


Insulators are only as good as the 


experience and workmanship put in- 
to their production. 


Our product is produced by men 
of the greatest experience to be found 
in the industry. 








Vicror made insulators are Goop 
INSULATORS. 


Catalog on request 


Victor Insulators, Inc. 
Victor, N. Y. 




















Rl HI-PRESSURE 


contact INDOOR SWITCHES 


Years of successful experience with Hi- 
Pressure contacts on outdoor equipment 
has proven their advantage and effective- 
ness. Their application to the Type 
“HPS” Indoor disconnecting switch 
shown above has resulted in much higher 
efficiencies along with easier operation. 
Concentrated contact area under high 
pressure assures a clean metal to metal 
contact at all times. 


All switch parts are non-ferrous, brushed 
and lacquered for appearance. Note that 
all switches have double blade construc- 
tion for strength and rigidity. 











RAILWAY& INDUSTRIAL 


ENGINEERING CO. 
GREENSBURG, PA. 
Sales offices in principal cities 


— 
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Lowering pipe is no job for a lightweight 
. it takes power to handle the job 

smoothly without danger to welds or 

seams... to prevent damage that might 

result in leaks. 

But Cletracs have the power and the ease 

of handling that places this power under 

finger tip control. 

Cletracs are built for the tough jobs... 

to do the heavy work easier, more eco- 


nomically, better. Examine a Cletrac... 
its rigid main frame, its sturdy track 
frames, the dead axle, the controlled dif- 
ferential steering, the accessibility, the 
soundness of every construction detail. 
There’s a size for every job . . . fifteen 
models from 22 to 94 horsepower, either 
gasoline, tractor fuel, or Diesel powered, 
and with a complete line of working 
equipment. 


THE CLEVELAND TRACTOR COMPANY ~+ CLEVELAND, OHIO 


Cletrac 


Crawler Tractors 


. 


The only tractors with controlled differential steering that keeps both tracks 
Pulling at all times . . . on the turn as well as on the straightaway. 
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ACCT’S RECEIVABLE 


A. 
SERVICE BILLING ° 


CASH POSTING 


ARREARS BILLING | 


LEDGER BALANCING 


ik & 
COLLECTION CONTROL, 


Closer Control 
with this All - around Accounting Method 


In meeting today's demand for greater dependability and speed, the 
International Electric Bookkeeping and Accounting Method is proving 
ideal for all phases of public utility accounting work. 


By this modern method, entries are made as the transactions occur. 


These entries are classified and reclassified mechanically, as often as 
necessary. No additional handling, posting or writing are required. 


At the close of each accounting period, operating reports are pre- 
pared automatically. Special reports and analyses are also produced 
from the same media with accuracy and great speed. 


International Electric Bookkeeping and Accounting Machines will also 
prepare your Payroll, Pay Checks, Statements to Employees, Earnings 
Records, Federal O.A.B. Reports, and State Unemployment Compen- 
sation Reports. 

There is an International representative in your vicinity who will be 
pleased to give you complete information. Call him today. No 
obligation. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


GENERAL OFFICES: am BRANCH OFFICES IN 
270 BROADWAY, NEW YORK, N. Y. PRINCIPAL CITIES OF THE WORLD 
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m INSULATION 


0 
THE ENGINEER oe 


‘ox insulations are purchased as an in- 
vestment, the matter of dividends is of 
prime importance in their selection. 

“As in the case of stocks, these insulation 
dividends are bound to vary. In fact, the cash 
returns in fuel savings promised by any given 
insulation are dependent upon three things .. . 
kind, amount and application.” 

This statement made by the man from Insu- 
lation Headquarters deserves the careful atten- 
tion of every insulation buyer. 

It is based on experience gained by Johns- 
Manville through some 75 years of research 
and practical field service. Experience which 
has shown that one... five... or ten different 
kinds of insulations cannot possibly meet with 
maximum efficiency and economy the require- 


™ Johns-Manville 


An insulating material for every temperature 


Public Utilities Fortnightly 


ments of all heated or refrigerated equipment 
on the market today. ‘ 
This is a truth long recognized at Johns- 
Manville. The present line of J-M Insulations 
totals some forty different types . . . each de- 
signed for a specific insulating service . .. And 
all sharing in common a time-established rec- 
ord for superior performance and durability. 
- e e 
Hence, having a line of insulations so unusually 
complete, Johns-Manville is in a position to help 
you choose the type and thickness of insulation 
that will assure maximum cash dividends, over 
the longest period of time, on each insulating job 
in your plant. For full details on all J-M 
Insulating Materials, ask for Catalog GI-6A. 
Johns-Manville, 22 East 40th Street, 
New York City. 


INDUSTRIAL 
INSULATIONS 


for every service conditior 
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GRINNELL ADJUSTABL 








“S$ POINT SUPPORT” 
For Power And Heating Supply Lines 


1. Rapid Installation 3. Easy Maintenance 


2. ~~ Adjustment During and After 4. Full Provision For Expansion and 
ipe Erection Contraction 


5. Stock Hangers and Supports To Hang Any Piping 


Grinnell offers a complete range of standard Sagging is corrected, even distribution of 
pipe hangers and supports to hang any piping _ weight is secured easily, quickly and accurately. 
any place—all scientifically designed, Write for Catalog 8, describing the complete 
ruggedly built, accurately threaded. With line. Grinnell Company, Inc., Executive Offices, 
Grinnell hangers, adjustments may be made Providence, R. |., Branch offices in principal 
AFTER the piping is erected. cities. 


SRINNELL 


«- WHENEVER PIPING IS INVOLVED... 
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Whether Your Job 


Requzres 


- _ — — Zz & tom * es 
A Reel of Large Size PARKWAY 
CABLE in exceptionally long 
lengths used to feed power on a 
New Mississippi River Dam. 





CONTROL CABLE 
DROP CABLE 
LEAD COVERED CABLE 
MAGNET WIRE 
PARKWAY CABLE 
RUBBER POWER CABLE 
SERVICE ENTRANCE 
CABLE 
SIGNAL CABLE 
VARNISHED CAMBRIC 
CABLE 


WEATHERPROOF WIRE 











All types of Building Wire and all 
kinds of Special Cables to meet 
AS.T.M., A.R.A., 1.P.C.E.A., and all 
Railroad, Government and Utility 
Companies’ Specifications. 


ae 


MAKES IT 


Whatever the load—power for a mammoth 
dam or a simple house wiring job—the com- 
prehensive CRESCENT line can furnish you 
with Wires and Cables exactly suited to your 
needs. 


And CRESCENT can give you that close, 
personal type of service which you can expect 
from only a medium sized, closely knit organ- 
ization, producing the entire line in one plant, 
under one management. 
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Rely ou Davey Eaperience...and save 
WITH EQUIPMENT DESIGNED FOR UTILITY USE 


Fifteen years ago when Paul H. Davey built the world’s first air-cooled portable com- 
pressor, air-cooling was regarded as impractical, impossible and contrary to all engi- 
neering principles. It is now the standard of the industry. 

Today Davey truck power take-off units for utilities are as far in advance of competi- 


tion as was our first air-cooled compressor of 1922. 


DAVEY COMPRESSOR CO., INC. KENT, OHIO 


“Built to Serve and Endure” 


VETER | | 











VULCAN SOOT BLOWER CORPORATION 
CDu Bois C Pennsylvania 
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A Clear View” with 
PERMAFLECTOR RECESSED LIGHTING 


Every merchant is anxious to move the merchandise at the rear 
of his store, as well as the goods at the front. To do this requires 
two things; first, a clear unobstructed view of the entire store; 
second, even distribution of high intensity illumination. 


Permafiector Recessed Lighting is the perfect answer to this 
important merchandising problem. There are no vertical move- 
ments to obstruct the view; and the even distribution of high 
intensity illumination shows each product to its best advantage. 
Sales of all goods are greatly increased, which, of course, results 
in a highly pleased merchant. 


Public Utility Lighting Specialists know that solving a mer- 
chant’s lighting problem is the first step in increasing his monthly 
use of electric service. Let Permafiectors help you make a record 
as a “load builder” for your company. 


PITTSBURGH REFLECTOR COMPANY 
OLIVER BUILDING PITTSBURGH, PENNA. 








————$———< 
shu) 
| APA 
nt 
\ Permaflector J 
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oaths 


offers complete service in 

supplying gas distribution 

apparatus and purification 
materials. 








This superior gas purifi- 

cation material gives in- 

creased capacity due 

to its high content of 

ani. — 

alkalized oxide. 
Connelly Products: Regula- 


tors for District, Station, 
ie and Appliance—Back 
ressure Valves—Caloroptic 
Type LC District Regu- 
BTU Indicators—H2S Testers lator nit erat 
jee creas: 
vi U-Gauges— Smyly Mer- movement by ‘adjustable 
oe cury Loaders — Distribution linkages, connecting dis- 
Su ee phragm and valve stem. 
pp Wide range settings — 
positive functioning — 
minimum servicing. 


CONNELLY Governor company 


CHICAGO, ILL. New England Representative: T. H. Piser, Wellesley Hills, Mass. ELIZABETH, N. J. 














TROUBLE 
FREE 
SERVICE 





Year In— 


Year Out 


Your outdoor meter installation worries 
are over the minute you install this 
cabinet. Made of special aluminum 
alloy which completely defies Head 
and other forms of corrosion. Wea 

proof, handsome, roomy—it will give 
trouble-free service year after year. 


Write today for complete details. 


W a L.& -€t2 


ELECTRICAL CO. 
ATLANTA, GEORGIA} 
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Pe 
ADVANCED 














If you operate a modern 
business, you want a modern 
truck. That means a GMC]! 
In every capacity range from ‘% to 12 tons— 
standard and “cab-over-engine” models— 
GMC’s are streamstyled to the modern pace 
of progressive business. Come and see for 
yourself what GMC streamstyling is—today! 


Quality at prices lower than average. 


Time payments through our own Y. M. A. C. Plan at lowest available rates 


GENERAL MOTORS TRUCKS & TRAILERS 


GENERAL MOTORS TRUCK & COACH 
DIVISION OF 
YELLOW TRUCK & COACH MANUFACTURING COMPANY, PONTIAC, MICHIGAN 
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Automatic sectional house heating with efficient, mod- 
ern appliances of the direct application type with 
thermostatic control open up a great mass market to 
house heating by gas. They make such heating prac- 
tical, inexpensive. They solve the problem of the many 
homes in which central heating plants cannot be in- 
stalled. They are rapidly expanding the sales of both 
fuels and appliances. 

Robertshaw provides a complete line of tested space 
heater thermostats for circulators, radiant heaters, 


floor furnaces, unit heaters, warm air units, kitchen 
heaters and gas steam radiators. Write for Robertshaw THERMOS TAT 
Space Heater Thermostat Bulletin. B U L L E T I N 


ROBERTSHAW THERMOSTAT COMPANY 


YOUNGWOOD,. PA. 
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PUT IT THERE! 
WE’RE GOING TO 





GIVE IT... 


@ That is the only way to learn quick- 
ly the reasons why Royal is World's 
No. | Typewriter. Proof is in its per- 
formance and in the lasting side of 
Royal's superiorities. Under the exact 
working conditions of your office, on 
your own operators’ desks—check the 
Easy-Writing Royal's letter-perfect 
typing—its smooth, quiet operation 
—its all-round mechanical excellence. 
The DESK TEST will speak for itself! 
It will enable you to judge Royal's 
full worth and importance to your or- 


ganization. * GET A 10-DAY DESK TEST FREE! 


ROYAL TYPEWRITER COMPANY, INC. 
Department WPU-1125, 
York City. 


2 Park Ave., New 

Please deliver an Easy-Writing Royal to my office 
for a 10-day FREE DESK TEST without obligation 
to me. 
Name ___ panies RS me i Pee 


Firm Name__ fsageitintdhite 


WORLD’S NO. 1 “oe 
TYPEWRITER | 
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A peek 
at the PEAK 

















This 
as bet 
maximum demand rate seemed exorbitant, a certain in-§1931 : 
dustrial plant didn’t feel it was getting all it paid forffity G 
An unpleasant situation arose. Something had to be done. 4 - , 
A Bristol’s Recording Ammeter was called into service. ie 
The current consumption throughout the day wasfipat ti 
charted. Every fluctuation, every change in load and the 

time such change took place, was recorded. As a result, it 

was found that a high peak occurred between 7 and 8 a.m. 


Because the bills for the power it was purchasing on 


The remedy was.simple. A minor change was made in 

plant routine, the peak was eliminated without curtailing 

Bristol’s leatilike Amine ite plant capacity, and power charges were amicably and 
Model 640M satisfactorily adjusted. Write for Bulletin No. 436X. 


THE BRISTOL COMPANY, WATERBURY, CONNECTICUT. Branch Offices: Akron, Birmingham, Boston, 
Chicago, Detroit, Los Angeles, New York, Philadelphia, Pittsburgh, St. Louis, Seattle, San Francisco. Canada: The 
Bristol Company of Canada, Limited, Toronto, Ontario. England: Bristol’s Instrument Company, Ltd., London, N. W. 10 


BRISTOLS 


TRADE MARK AEG. U.S. PAT. OFF. 
PIONEERS IN PROCESS CONTROL SINCE 1883 
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ersatile 
Locomotive 
Crane 


The service that this 
ink-Belt Type “L,” 
right - wheel, gasoline 
pngine operated, revolv- 
g locomotive crane is 
endering is typical of 
e dependability, econ- 
pmy and practicability 
bf the Link-Belt line of 
ocomotive and crawler 
anes. 
This machine, which 
as been operating since 
in-1931 at the Michigan 
ity Generating Station 
Bi the Northern Indiana 
Public Service Co. at 
ichigan City, has in ak pa 
hat time handled over Building Railroad Track 
100,000 tons of coal to 
ind from the stock pile. It has also found Link-Belt was first to build a locomotive 
any other uses around the plant, such crane of this type especially designed for 
ss loading railroad cars with ashes, hand- internal combustion engine drive. 
ing sand, hoisting switch yard equipment Send for Book No. 1595. Address Link- 
buch as old circuit breakers, when being Belt Company, Chicago, Indianapolis, Phila- 
epaired, building plant track, and other delphia, Atlanta, San Francisco, Toronto. 
Luties. Offices in principal cities. yo00 


LINK-BELT 


LOCOMOTIVE AND CRAWLER CRANES 
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Sangamo Mete 
in “*A’’ and “‘’ 
Mounting 


Sangamo modern m 
ters, whether singlephe 
watthour meters—co 
bination singlephase watthour meters and time 
switches, with either single or two-rate regi 
ters—or two-element watthour meters—all a 
designed for modern "A" and "S" mounting 


Modern Meters for Modern Loads 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 





CABLE 


TERMINATORS 
FOR EVERY SERVICE 


VACUUM AND WATER TIGHT 
(ASK FOR PUBLICATION 65-1) 


Delta~Stax QQ) Electkit Ge 


2400 BLOCK FULTON STREET, CHICAGO, ILL. 
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es improved public relations. 


Dictograph also 
aws to your atten- 
on its widely used 
eneral executive sys- 
m — for internal 
pmmunication _ be- 
een administrative 

executive depart- 
ents. These systems 
ature many exclusive 
bvantages we will be 

d to describe. 


Keys that centralize all information needed in dealing with customers 
on the desk of a Customer Contact Clerk. Keys that permit instantaneous 
voice communication with History Clerks, Service Clerks, Bookkeepers and 
other reference departments. Keys that ease congestion, that save time, 
that reduce losses, that increase efficiency ... keys that speed transactions 
and give your customers a new conception of the word SERVICE. 


These are the keys of the Dictograph System of Interior Communication 
and Control—designed especially for public utility companies. With the aid 
of this system a Customer Contact Clerk takes care of all personal contacts 
with customers—performs at top efficiency. He never stirs from his desk to 
waste time in obtaining reports and information. The flip of a key on the 
simple instrument before him puts him in immediate contact with any 
wanted reference source. Without the customer being aware of it, History 
and Service departments “listen in” on the interview. In a moment’s time 
they are ready to signal by means of red or green lights their approval or 
rejection of a service application—or to report by means of the hand-set 
phone their findings on bill questions, complaints, credit ratings, etc. Every- 
thing is smooth, everything is under control. There are no tiresome waits, 
no annoying “asides” among clerks, no discourtesies—the customer goes away 
with a favorable impression of his public utility company. 


In brief this is what the Dictograph System of Interior Communication 
can do for you. But you will want all the facts. You will want to know, 
for instance, how Dictograph can be operated for still greater efficiency in 
conjunction with a nationally-known Filing System. Dictograph has been 
successful over and over again in solving intercommunicating problems such 
as yours. Write today. Learn in detail why Dictograph is the key to im- 
proved public relations. 


DICTOGRAPH PRODUCTS CO., INC. 


580 FIFTH AVENUE 
Offices in All Principal Cities Throughout the World 


NEW YORK, N. Y. 


MANUFACTURERS OF PRECISION EQUIPMENT SINCE 1902 
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INTERNATIONAL 
PICK-UP TRUCKS 





The ALL-STEEL CAB 


is a feature in every new 
International. The one- 


pice oh ont gides, the Pick-up bodies are available in 76, 


ub frame, Rubber must 88, and 102-inch (inside body) lengths 


Sy’ mhneter selivetes 

oe Teng te for use on International chassis with 

luxe cab. 113, 125, and 130-inch wheelbases. 

These durable all-steel bodies meet 

In the new International Truck line special at- every requirement of pick-up truck work, of- 
tention has been given the popular pick-up fering practical and attractive design. 
type of light truck—from the standpoint of 
appearance as well as all-around utility. The It is that way throughout the entire Interna- 
roomy all-steel cab is designed and equipped tional Truck line. No matter what the load, 
for maximum comfort, convenience, and safety there is always an International built to fit 
under all operating conditions. It blends with the job exactly. More complete information 
the modern grille, hood, and fender style on request. Ask the nearby International 


to produce an effect of unusual distinction. dealer or Company-owned branch. 


INTERNATIONAL HARVESTER COMPANY 


180 N. Michigan Ave. (Incorporated) Chicago, Illinois 


INTERNATIONAL HARVESTER 
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These are the three outstanding features 
of Trident and Lambert Water Meters. 
They are made possible because NEW gown MODERN 
parts make old Tridents and Lamberts PARTS IN OLD 
NEW —even after 20 or 30 years of ser- TRIDENT METER 
vice. In brief, any future possible mechan- 
ical improvements cannot make present 
meters obsolete . . . their interchangeable 
parts wipe deterioration off your books 
. and render 100°/, protection to the 
value of your investment. A type for 
every service. Neptune Meter Co. (Thom- 
son Meter Corp.}, 50 West 50th Street 
(Rockefeller Center), New York City... 
Neptune Meters, Ltd., 345 Sorauren Ave- 
nue, Toronto, Ontario, Canada. 


Pioneers in Meter Progress - Yesterday, TODAY, Tomorrow 


TRIDENT 


and LAMBERT WATER METERS 


KFERENCES: THE MORE THAN 6 MILLION SOLD THE WORLD OVER 
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Your UNRESTRICTED choice of Nordatrom, 








Even as the valve requirements of utilities vary, so do the types and 
sizes of Nordstrom Lubricated Plug Valves vary to meet these needs. 
Sizes run from half inch to 30 inches. Pressures are available up to 
5000 pounds W. P. Valve materials and design permit a variation in 
temperature of from —-60° to -++600° F. 


Ask for catalog. 


MERCO NORDSTROM VALVECO. 


A Subsidiary of 
PITTSBURGH EQUITABLE METER CO. 


Main Offices: Pittsburgh, Pa. Branch Offices: New York City, Buffalo, Philadelphia, 
Columbia, Memphis, Atlanta, Chieago, Kansas City, Tulsa, Houston, Los Angeles, Oak - 
land. Canadian Representatives and Licensees: Peacock bGrothers, Ltd., University 


Tower Building, Montreal, Quebec, 


NORDSTROM we 
Libvicated YVALV EF 
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—World Wide Photo. 


A Tower of Strength 
and Power 


Whatever may be said of the Strength and 
durability of ancient towers and medieval castles 
can surely be expressed for the transformer 
illustrated here. For it is indeed a tower of 
strength and power — with its spires extending 
into the sky, and dwarfing the average man by 
its size, it can’t help but impress on a person's 
mind or instill in one a feeling of the bigness and 
importance of this transformer and the project 
where it is to be installed. This Wagner power 
transformer and many others are to 

be installed on the Government's 

giant Bonneville power and naviga- 

tion dam project on the Columbia 

River between the states of Wash- 

ington and Oregon. (View of dam 

nearing completion is shown above.) 

The Wagner power transformers are 

rated 16 -kva, 115-kv. single- 

phase, water cooled. 


Wagner is glad for having been of 
service on this project and thousands 
of other power transformer installa- 
tions. We would appreciate an oppor- 
tunity to consult with you on your 
power transformer problems. Wagner 
Power Transformer Bulletin No. 131 
will be sent upon request. 


TP437-1B4 


Waégner Electric Corporation 
6400 Plymouth Avenue. Saint Louis.U.S.A 


TRANSFORMERS MOTORS FANS BRAKES 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly November 25, 





A.C.S.R. combines the desirable prop- 


erties of steel and Aluminum to produce 


the ideal conductor for overhead elec- 


trical lines; high strength, high conduc- 


tivity, light weight and resistance to cor- 





rosion. Power lines built with Aluminum 


Cable Steel Reinforced show an excellent 


balance between first costs and operating 





ALUMINUM COMPANY OF AMERICA 


A 
L 
C 
O 
A 
4 
L 
J 
M 
j 
N 
U 
M 


2134 Gulf Building, Pittsburgh, Pa. 
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lpemcdable As THE SERVIC 
THEY HELP TO MAINTAIN 


llustrated: No. 1954, construction and 
maintenance unit, suitable for service 
on any standard 1 tonto 11/4 tonchassis. 

Other Baker equipment includes— 
Line Construction and Maintenance 
Bodies; Light, Medium and Heavy 
Duty + Telephone Installation and 
Service Bodies * Cable Splicer Trail- 
ers * Pole and Material Trailers + 
Aerial Ladder Units « Winches and 
Power Take Offs « Pole Derricks « Reels 


Engineered to meet the exacting requirements 
of Utility installation and maintenance, Baker 
All-Steel Bodies are backed by over 80 years of 
experience in building commercial vehicle 
bodies. In them you will find, as other Operat- 
ing Executives have found, the combination of 
high efficiency, long life and low operating cost 
so urgently demanded by today’s conditions. 
Write today for the catalog and complete | 
details on the Baker All-Steel line. You'll 
find its information useful in meeting your 


equipment requirements. 


THE BAKER-RAULANG COMPANY 


BODY DIVISION: WEST 80TH STREET ¢ CLEVELAND, OHIO 


Y 
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HERE Is SOMETHING 


WHO'S WHO 


IN THE 


U. S$. GOVERNMENT 
UTILITY PROGRAM 


A directory, with biographical data, of Federal officials and 
employees whose duties embrace utility regulation and other 
utility problems, including construction and operation of 


Federal properties. 
Compiled by Georce E. Doyine, Editor 
P.U.R. Executive Information Service 











260 BIOGRAPHIES 
MORE THAN 300 NAMES LISTED 
30 DEPARTMENTS, COMMISSIONS, ETC. 





A valuable reference guide to government personnel in the 
field of public utilities—electric, gas, transportation, com- 


munications. 





PLACE YOUR ORDER NOW - - PRICE $1.00 


PUBLIC UTILITIES REPORTS, Ine. 


MUNSEY BUILDING 
WASHINGTON, D. C. 
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Where high vacuum is essential— 
in the power house and in numerous 
manufacturing processes—steam jet 
air pumps repay, in increased effi- 
ciency, their installed cost in a re- 
markably short time. 


The two stage air pump shown 
operates in conjunction with a 20,000 
sq. ft. surface condenser. Inter and 


FOSTER WHEELER CORPORATION, 165 Broadway. New York, N, Y. 


Public Utilities Fortnightly 


after condensers are provided for the 
twin elements. Each element is capa- 
ble of maintaining normal vacuum; a 
second element is used only if ab- 
normal air leakage is encountered. 
An advantage of twin element con- 
struction is that either element may 
be isolated and dismantled without 
interruption to pump service. 
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FLASHLIGHTS /” INDUSTRY 


“EVEREADY” 
Industrial Flashlights 


No. 3251 
No. 3351 





No. 3351 
Three-Cell Type 


No. 3251 
Two-Cell Type 


“Eveready” Industrial 
Flashlights No. 3251 and No. 
3351 have been specially de- 
signed to meet the needs of 
industry for flashlights which 


NATIONAL CARBON COMPANY, INC. will give long and satisfac 


General Offices: New York, N. Y. 
Branches: Chicago, San Francisco 


Unit of Unten Carbide [fi 2nd Carbon Corporation severe operating conditions. ~ 


tory service under unusually 
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PLENTY OF PUNCH 


_. REAL 


Whether the job is tearing 

p pavements, driving test rods, back-fill tamp- 
ng, sheeting driving, drilling or cutting ... a 
elf-contained and self-powered Barco offers 
mportant time and money-saving advantages. 
No demolition job is too tough—winter or 

ummer. No costly cumbersome auxiliary equip- 
ent to block traffic or boost transportation 


ARCO MANUFACTURING C 
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PORTABILITY 


costs. A Barco is easily packed in the back of 
a car or the corner of a truck. Low in first cost, 
a Barco Portable Gasoline Hammer offers sav- 
ings in operation and maintenance that will 
startle you. Ask for complete details and per- 
formance records on all types of public utility 


hammer work. 




















GASOLINE 
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Elliott 515,000 1b. per hr. 
horizontal steel plate de- 
aerating heater built for 
the River Bend Station of 
the Duke Power Co. All 
heat balance equipment 
in this station is Elliott. 


Elliott engineers are glad to 
work with you in developing 
the type and capacity of de- 
aerating feed-water heater 
your conditions require. 


=] 


DURING RECENT MONTHS power 
plants everywhere have called upon all their 
resourcefulness to keep ahead of rapidly increas 
ing loads e In this expanding power program, 
Elliott deaerating feed-water heaters have taken 
an active part e Many public utility plants have 
installed topping units and have otherwise rapidly 
added to their station capacity e Recent utility 
installations have included 33 Elliott deaerating 
heaters, ranging from 1,200,000 Ib. per hr. down. 


e Engineers know the double value of Elliott 
deaerating heaters, which not only heat the feed 
water right up to the saturated temperature of 


the steam supplied, but also remove dissolved 


gases, eliminating corrosion problems ¢ Engi- 
neers also appreciate the pioneering experience in 
feed water deaeration and the progressive, adapt 
able design which they obtain in Elliott units 


COMPANY, PITTSBURGH, Pi 
[a Heat Transfer Dept., JEANNETTE,P 
District Offices in Principal Cities 


This page ia reserved under the MSA PLAN (Manufacturers Service Agreement) 





Utilities Almanack 


~~ NOVEMBER —_— 








q tard Sot Gas Association will hold fall conference, San Francisco, Calif., December 





» | $50:  aeatuaaneal Association will hold convention, Atlantic City, N. J., December 





{ Tax Policy League will convene for session, Atlantic City, N. J., December 28-30, 1937. 





{ American Water Works Association, New York Section, will hold convention, New York, 
































power N. Y., December 29, 1937 

their 
creas { Mid-West Shippers Advisory Board will convene, Chicago, Ill., January 7, 1938. 
gram, ° ‘ re ° ° = 

= { Union of Manitoba Municipalities begins meeting, Winnipeg, Man., 1937. 

taken 
3 have 
ipidly id DECEMBER — 
utility 

tee j Highway Research Board starts annual convention, Washington, D. C., 1937. 
rating American Standards Association convenes for annual meeting, New York, N. Y., 1937. 
down. { American Engineering Council will hold session, Washington, D. C., January 
13-15, 1938. 

Lliott 
, { American ae By of Civil Engineers will c for eting, New York, N. Y., 
e feed January 19- sS 1938. 
ure of 4 { American Institute of Electrical Engineers will hold winter convention, New York, N. Y., 
solved January 24-28, 1938. 





Engi- { American Societ x! Heating and Ventilating Engineers will hold convention, New York, 
N. Y., January 24-28, 1938. 





nce in 
dapt- { American Society of Mechanical Engineers opens meeting, New York, N. Y., 1937. 
adap { University of Kentucky Road and Street School opens, Lexington, Ky. ., 193 ” 


units. 





{ National Industrial Council ends 2-day conference, New York, N. Y., 1937. 





{ National Association of Manufacturers convenes for session, New York, N. Y., 1937. 
——._—_ |) 
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From an etching by James E. Allen Courtesy, Kennedy & Co., New York 


The Excavators 
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Thumbs Down on the 
Engineers 


But why, asks the author, are the experience and 

background of this expert Army Corps “not alone 

sufficient for the planning of the vast water and 
related resources of the nation’? 


By HERBERT COREY 


neers of the United States Army 

has handled rivers-and-harbors 
works for the nation. The work has 
been satisfactorily done. The evidence 
in the record is that the most vocal, 
free-spirited, politically handy people 
in the world have never criticized the 
work of the Engineers. Bricks have 
been thrown at the Engineers, of 
course. They pay no attention to alder- 
men, mayors, contact men, or hog- 
callers and they do their work the way 
they think it should be done. They may 
not always be loved but they have 
always been respected. 


pe 113 years the Corps of Engi- 
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Their work includes flood control, 
jetty-building, dock and bridge con- 
struction, the erection of dams out of 
rock, stone, or concrete, running a rail- 
road, doing a little fighting now and 
then, or any other job that is too hot 
and bothersome for any one else to 
tackle. Perhaps the Engineers do not 
love every idea that has been handed 
them, but they always take care of it. 
That statement is not intended as any 
part of a festival of flowers. The evi- 
dence is in the record. The unofficial 
slogan of the Corps is: 

“Tf you can’t do it 
“The Engineers will.” 
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The Corps is today the most remark- 
able engineering organization in the 
world. I am aware that sounds as 
though I might run out of superlatives 
at almost any moment, but again the 
proof is in the record. The Corps has 
done the biggest engineering jobs ever 
done in the world, and done them well, 
quickly, and without the odor of funny 
money anywhere about them. They 
have never made use of their oppor- 
tunities to feed a political organization, 
warm up to a President, or shift busi- 
ness into appreciative hands. The 
Corps is as distinctively American in 
its methods, ambitions, ideals, and per- 
sonnel as is the United States Coast 
Guard or the Federal Bureau of In- 
vestigation. No other country has any- 
thing closely resembling either. 

Not long ago, as time goes in engi- 
neering, the Army Engineers finished 
what has become a standard authority 
under the title of the “308 Reports.” 
They covered every navigable stream 
and significant body of water in the 
United States. Not even a worth-while 
duck puddle was overlooked. These 
reports are being constantly levied on 
by those who need the information. So 
far as I know no statement in the 308 
Reports has ever been challenged. They 
are not only the only comprehensive 
survey ever made of the country’s 
waterways, but they comprise the only 
survey. 


w= the proposition to plan a na- 
tion-wide program for flood 
prevention and control, coupled with 
the generation of electric power, began 
to take tangible form it was natural 
that someone should ask the Army En- 
gineers for a condensation of the 308 


Reports. Years had been spent in 
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gathering the information. A moderate 
estimate of the cost is $11,000,000, 
Senator Caraway of Arkansas offered 
a joint resolution to the United States 
Senate directing the Secretary of War 
to have such a condensed report pre- 
pared by the Army Engineers: 

“To embody a comprehensive na- 
tional program for the control of 
floods—and setting forth the values of 
such projects for hydroelectric de- 
velopments.” 

It was the understanding in Con- 
gress that the Caraway resolution had 
been approved by President Roosevelt. 
Assuredly no word to the contrary was 
received in either house. The resolu- 
tion was adopted by House and Senate 
and sent to the President for his signa- 
ture. 

On August 13, 1937, the President 
vetoed the resolution in a message 
which must be regarded as important 
and significant. He indicated his de- 
sire to entrust the duty of preparing 
this “comprehensive national program” 
to an as yet undesignated group other 
than the Corps of Engineers, which 
had borne an unblemished reputation 
in rivers-and-harbors works for 113 
years. He assigned four reasons for 
this action : 

That he had another and “a thor- 
oughly democratic plan” in mind; 

That the joint resolution “en- 
croaches” on the functions of other 
governmental agencies ; 

That under the joint resolution the 
War Department would report to Con- 
gress instead of to the President; 

That “the experience and back- 
ground” of the Corps of Engineers 
“are not alone sufficient for the plan- 
ning of the vast water and related re- 
sources of the nation.” 
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HESE reasons will be considered 

later. Meanwhile it should be 
observed that on June 4, 1934, Con- 
gress had received a message advising 
that body of the President’s belief that 
a consideration of the “subjects of 
flood control, navigation, irrigation, 
and development of hydroelectric 
power automatically opened the door”’ 
to “such kindred problems as soil ero- 
sion, stream pollution, fire prevention, 
reforestation, afforestation, marginal 
lands, stranded communities, highway 
building, home building, and a dozen 
others.” 

The Army men are engineers and 
not advocates. They have a well- 
founded reputation for reporting 
honestly and comprehensively on the 
facts of a given situation without slop- 
ping over into sentiment or politics. 
They reported that the tide mill at 
Passamaquoddy could be built and gave 
the probable cost. They were not 
asked to say and they did not say 
whether it would run at a loss or 
whether the current it could furnish 
would be needed. They reported in 
effect that Passamaquoddy offered an 
enticing problem in engineering and if 
ordered to solve that problem they 
would do so. That has been the atti- 
tude of the Corps toward all the jobs 
put up to it. 


q 


e 


7 is apparent that a hand-picked 
group of men, honestly and en- 
thusiastically devoted to the task of 
“making this country over,” as Dr. 
Molasses Tugwell once yearned to do, 
would furnish a report of an entirely 
different tenor if called on. The forma- 
tion of such a group is suggested in the 
most recent report of the National Re- 
sources Committee, which seems about 
to take the place of the whoop-la 
sophomores who were once known to 
the public as the Brains Trust. The 
NRC is made up of men of academic 
and seasoned standing and unques- 
tioned ability. In their report they ad- 
vocate broad national planning: 

“By a group of thinkers who will 
make it their business to devote a con- 
tinuing study of some duration to 
future trends...” 

The members of such a group would, 
of course, be appointed by the Presi- 
dent, would “report directly to the 
Chief Executive,” as he indicated in 
his veto message, and would, of course, 
be advocates of the plan which Mr. 
Roosevelt has stated he will present 
to Congress in January, covering all 
phases of the remaking of the nation 
as he sees it. The difference in the 
functions of the group of Thinkers 
suggested by the National Resources 
Committee and the Corps of Engineers 


“Tue Engineers are hard-boiled. They deal in facts only. 
They are not concerned with theories. They do what they 
are asked to do but they do not try to sell their ideas of what 


should be done to the nation. They answer the questions they 
are asked. If someone wanted to know whether a reservoir 
full of water retained for power purposes would be worth 
anything for the holding back of the next flood they could 


give the reply.” 
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is as eye-seizing as that between a 
horse and a hoot-owl. 

The Engineers are hard-boiled. They 
deal in facts only. They are not con- 
cerned with theories. They do what 
they are asked to do but they do not 
try to sell their ideas of what should 
be done to the nation. They answer the 
questions they are asked. If someone 
wanted to know whether a reservoir 
full of water retained for power pur- 
poses would be worth anything for the 
holding back of the next flood they 
could give the reply. 


HE Thinkers of necessity deal in 

outlooks, sympathies, and golden 
words. They are not primarily con- 
cerned with the sordid actualities of 
making a machine run, but they must 
be whole-heartedly engaged with mak- 
ing this a better world. This is not in- 
tended as a criticism. But if the Engi- 
neers were to be ruled out the Think- 
ers would be compelled to set up a 
civilian organization of their own. 
Under the circumstances it seems de- 
sirable to examine the Engineers on 
their competence. 

The spending of billions of dollars 
is in contemplation on a program which 
if carried out will put the United States 
into almost every business there is. 
The control of water would run from 
the tops of the mountains to the 12- 
mile limit. It would include sewage 
disposal, farm dairies, dikes, docks and 
bridges, dams, turbines, and the sys- 
tems of distributing electric current. 
Inconveniently located towns would be 
moved, roadways changed, railroads 
shifted about. That program if carried 
out would demand the services of the 
most competent, honest, energetic engi- 
neers available, who are not only com- 


petent but impregnable to the demands 
of politicians and minnesingers. 

In 113 years the Corps of United 
States Engineers has either delivered 
the goods or it has not. If it has it is 
difficult to see on what grounds can be 
justified taking from the Corps the 
most gigantic physical task to which 
any nation has ever been asked to set 
its hand and turn it over to an as yet 
unassembled, uncounted, untested civil- 
ian organization which is to be headed 
by academic philosophers, political 
evangelists, social workers, and theor- 
ists. No word of criticism of these 
excellent gentlemen is here implied, but 
no one will question that if they were 
called on to set up a working organiza- 
tion the cost of waste and graft would 
be appalling. Certainly Secretary of the 
Interior Ickes will not. The movement 
of his PWA was so slowed up by his 
search for thieves and bunglers that it 
was almost taken away from him. 


ig assessing the Corps of Engineers 
one should start at the beginning. 
At the outset of the Revolutionary 
War there were very few persons in the 
country who were acquainted with the 
duties of military engineers. This was 
unfortunate, for military science is 
based on engineering. It is the engineer 
who goes forward to prepare the 
ground and who makes the advance 
possible if it proves to be cut up with 
ravines or crossed by streams and who 
cleans up after every one when the bat- 
tle is over. General Washington was 
authorized to “raise and collect” a 
corps of engineers in 1776. It was 
mustered out of service in 1783. 

In this article the services of the 
Corps on the civilian side alone are 
being dealt with and it is enough to say 
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Why Thumbs Down? 


eat Boe only thing I am trying to do is to point out a related series 

of facts. A national program is to be prepared and submitted 

to Congress; that preparation is to be made not by the Engineer 

Corps with 113 years of experience behind it, but by men who have 

not yet been named, not to say identified. And the only question I 

am prepared to ask is: Why should the Presidential thumb be turned 
down on the Army Engineers?” 





that the Army Engineers have played 
a good part in every war we have had. 
With the AEF they did marvels that 
the French and British said could not 
be done. As a faint example of their 
activities they built 974 miles of rail- 
road, received 27,000 freight cars and 
47,000 motor trucks, built huge docks 
of which that at American Bossons was 
4,100 feet long, and at the time of the 
armistice were handling 40,000 tons of 
supplies daily, which was 60,000 tons 
short of what they were preparing to 
handle. During the war the Corps had 
been expanded from 231 officers and 
2,000 men to a great force of 10,000 
officers and nearly 300,000 men. 


T= point of that paragraph is 

that this expansion could not have 
been accomplished and a force created 
equal to the enormous demands if the 
Corps of Engineers had not always 
been a body of hard-working men. The 
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reason why the Army has a corps of 
engineers is that they may be instantly 
efficient if and when war is declared. 
There is not enough work of a purely 
military character in this country to 
keep the Corps busy, if that Corps is 
to have the numbers and the training 
which will insure efficient expansion 
when the need comes. Therefore 
civilian jobs have been heaped upon it. 

Up to 1855 there was hardly a rail- 
road in this country that had not been 
projected, built, and in most cases 
managed by Army Engineers. They ran 
the line and built the old Cumberland 
Pike, and the Chesapeake and Ohio, 
and the old Erie canals. They made the 
lake survey from 1841 to 1885, re- 
organized the Coast and Geodetic Sur- 
vey, built our greatest lighthouses, 
dredged our channels, and made our 
harbors safe. The building of the 
Washington Monument was stopped 
by the civilian projectors in 1856. In 
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1880 the Engineers took it over, put a 
new foundation under the 156-foot 
shaft, and raised it to a height of 555 
feet and a weight of 90,000 tons. They 
built the Lincoln Memorial; they 
finished the Panama canal when it had 
been almost abandoned, fixed it up with 
the docks and whatnots it needed, and 
made it pay. 


T= is no space here in which to 
tell what the Engineers have done 
in the flood control work on the great 
rivers. Every one knows in a more or 
less general way what this job has been. 
They locked and dammed the Ohio and 
put twenty-five locks and dams across 
the Mississippi, opened the channels 
through the Great Lakes, put plug- 
levees across the openings of basins 
opening into rivers subject to floods so 
that relief can be afforded in times of 
danger. They are building the Fort 
Peck dam, which will be the largest 
earthwork dam in the world, contain- 
ing behind it the largest artificial 
reservoir. They have had 113 years of 
this kind of work. If one wished to be 
severely literal it could be pointed out 
that the Corps has been doing that kind 
of work ever since 1776, while at the 
same time it has been building coast- 
wise defenses and all our forts. There 
is nothing in the way of civil engineer- 
ing that the Corps of Engineers has 
not done and done well. 

Their record is free of charges of 
graft, procrastination, or incompe- 
tence. No rivers-and-harbors bill has 
ever been vetoed. 

This can all be accounted for by the 
character of the young men who get 
into the Corps of Engineers. They are 


the ace graduates of West Point. ' 


Young men are not sent to West Point 
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unless they have been able to show that 
they are morally, mentally, and physi- 
cally above par. Now and then a bad 
one gets in, but he is hypered out as 
soon as the Army gets his number, 
There is no rule that the top men in 
West Point’s graduating class must go 
into the Engineers. They might be 
horse soldiers if they prefer. But most 
of them take to the Engineers. They 
know that they will lead more active 
lives in the Corps. Horse and foot and 
artillery spend more or less time in can- 
tonments where the life is something 
less than exciting and the roofs are apt 
to be tin. The Engineers are at work. 


HE West Point graduates are 

given a year’s hard work at the 
Corps’ college at Fort Belvoir, Vir- 
ginia, where the activities are largely 
military. They learn how to throw 
ponton bridges across streams—and 
ever since they went to France they 
have discussed the old spelling of 
“pontoon”— and handle searchlights 
and do demolition tricks. The next war 
will, it appears, be very largely a ma- 
chine war, and the side which can 
smash the other side’s machines will 
likely win. The next year the gradv- 
ates spend at a good technical college 
to get a polish on their engineering 
knowledge. Then they go into the 
trenches. For the next few years they 
do nothing but work. They begin as 
rodmen and they are advanced as they 
show capacity, 

“The records show,” said General 
Markham, the Chief of Engineers, 
“that engineer officers are placed in re- 
sponsible charge of rivers and harbors 
improvements after fourteen years of 
practical experience in subordinate 
capacities.” 
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The Corps consists of approximately 
300 officers, of whom about 200, more 
or less, are engaged in civil engineering 
duties. There are about 2,000 civilian 
engineers on the work of the Army En- 
gineering Department and perhaps 2,- 
500 inspectors, surveyors, and technical 
men of other classifications. Under the 
Chief of Engineers is a decentralized 
organization in which are nine division 
engineers supervising the work in nine 
territorial divisions of the United 
States. These divisions are divided 
into forty-two districts, each of which 
is supervised by a district engineer. 

“The organization,” as General 
Markham said, “is widespread, flexible, 
and familiar with local conditions 
everywhere. It has proven by experi- 
ence to be capable of rapid expansion 
without confusion or loss of efficien- 


” 


cy. 


[' would seem to me that on the score 
of “experience and background” 
the Corps of Engineers qualify to 
“prepare the vast national program” of 
which Mr. Roosevelt spoke in his veto 
message. They have been everywhere 
and have done everything. They know 
how to hold their tongues, too, and if 
they were ordered to prepare a program 
along definite lines they would do it 
without criticism. If they were asked 
by competent authority whether the 


program would work they would give a 
truthful answer. If a concrete con- 
tractor hightailed into one of their 
offices to demand the right to put more 
sand with his cement he would be 
politely listened to and then tossed out. 
But Mr. Roosevelt observed in his veto 
message that he “had proposed to Con- 
gress a thoroughly democratic process 
of national planning” which “should 
start at the bottom through the initia- 
tion of planning work in the state and 
local units” to finish with “the submis- 
sion of a comprehensive development 
program to Congress by the Presi- 
dent.” 

It appears that the President has not 
been well informed by his advisers. The 
works on which the Engineers have 
been engaged have always started at 
the bottom, for the procedure is that a 
community, or a state, or a group of 
states, makes up its collective minds 
that a given improvement is desirable. 
If Congress agrees an item is inserted 
in the rivers-and-harbors bill author- 
izing the Engineers to make a pre- 
liminary examination and report. The 
District Engineer assembles what data 
is available, consults with the spokes- 
men of the local interests, and reports 
to the Division Engineer who in turn 
forwards it to the Chief of Engineers. 
If the report has been favorable to this 
point it is next sent to the Board of 


either delivered the goods or it has not. If it has it is difficult 


q “In 113 years the Corps of United States Engineers has 


to see on what grounds can be justified taking from the Corps 
the most gigantic physical task to which any nation has ever 
been asked to set its hand and turn it over to an as yet un- 
assembled, uncounted, untested civilian organization which 
ts to be headed by academic philosophers, political evan- 
gelists, social workers, and theorists.” 


689 


NOV. 25, 1937 





PUBLIC UTILITIES FORTNIGHTLY 


Engineers for Rivers and Harbors. 
This Board consists of seven Army 
officers and was established by statute 
for this purpose. The recommendation 
may be against the proposed project, 
in favor of it, for more thorough ex- 
amination, or for an instrumental sur- 
vey. Then the report goes to Congress 
for the final decision. 


His “thoroughly democratic plan” 

has been in use for years. For it, 
if I read the Presidential veto message 
correctly, Mr. Roosevelt would substi- 
tute a national plan drawn up by the 
Thinkers who are his personal ap- 
pointees, ok’d by him, and the duty of 
Congress would be only to provide the 
money. He criticized the Caraway 
joint resolution because “the War De- 
partment would report to Congress in- 
stead of to the Chief Executive.” The 
work of national planning, he said, is 
“already in progress under the general 
guidance of the National Resources 
Committee.” 

It is not on record that Congress has 
ever directed the National Resources 
Committee to prepare such a national 
program. Whatever it is doing is at 
the direct order of the Chief Executive. 
Mr. Roosevelt pointed out in his veto 
message that “the planning of the use 
and control of water and related re- 
sources is distributed by law among 
numerous governmental agencies, such 
as the Departments of Agriculture and 
the Interior, the Federal Power Com- 
mission, the United States Public 
Health Service, the 
Boundary Commission, and the Ten- 
nessee Valley Authority.” The joint 
resolution, he said, would direct the 
Army Engineers to “encroach” upon 
the functions of these agencies. 
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International . 


It is difficult to understand this rea. 
soning, for the most the Engineers 
were directed to do by the Caraway 
resolution was to make use of the 
knowledge they have already assembled 
and prepare a report on the size and 
value of a comprehensive national pro- 
gram. As a corollary of the 308 Re. 
ports they have already gotten out a 
series of maps on which 1,600 possible 
hydraulic projects are shown, at a 
probable cost of eight billion dollars. 
This has never been referred to as an 
encroachment on the functions of any 
governmental agency. The Engineers 
could not encroach unless Congress 
gave them the authority and the money. 
If it is argued that Congress must not 
“encroach” on a governmental agency, 
then it seems to me that someone has 
put the cart before the horse. 


Ws Congress loses the power to 
tell Mr. Secretary Wallace, or 
Mr. Secretary Ickes, or to take an ex- 
treme and incredible illustration, Mr. 
Chief Almoner Hopkins, where and 
when to get off, then Congress has 
ceased to be. But this is an unnecessary 
comment, for the wisdom of a national 
program which would: 

Make monkeys out of forty-eight 
governors ; 

Wipe out the rights and boundaries 
of forty-eight states ; 

Get the United States into a business 
which would cover everything from the 
hired girl’s dish towel to New York 
city’s water supply; 

Make satraps and princes of the 
directors of the seven regional areas— 

And that sort of marijuana reverie 
is not being debated. The only thing! 
am trying to do is to point out a related 
series of facts. A national program is 
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 Tea- to be prepared and submitted to Con- to say identified. And the only question 
neers gress; that preparation is to be made _ I am prepared to ask is: 

away not by the Engineer Corps with 113 Why should the Presidential thumb 
the years of experience behind it, but by be turned down on the Army Engi- 
nbled men who have not yet been named, not neers? 
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tae The Astute Nose of Consolidated Edison’s Flynn 


st not “GO NE of the things that can happen in this charming city is a gas 
ency, , leak in the subway, which, touched off by a spark from the 
“ “sl third rail, would blow people on a Bronx express in all directions. To 
guard against this, the Consolidated Edison Company retains four full- 
time sniffers who do nothing but make the rounds of the Manhattan 
subway stations, getting off at each local stop and sniffing for leaks. 





yer to These men, in case you want to remember them in your prayers, are the 
e, OF Messrs. Regan, Turner, McCarthy, and Flynn. Mr. Flynn is far and 
n ex- away the most interesting of the quartet, because he has been sniffing 

Mr. for twenty-five years. He was fifty-eight years old last St. Patrick's 
Fi Day, and 1s a native New Yorker. He has spent most of his working life 
a underground, having been an I.R.T. guard before he took up sniffing. 
s has He works from three in the afternoon until midnight, with an hour off 
ssary for dinner, covering all the stations of the Broadway-Seventh avenue 
tional line, the Lenox avenue line, and the Manhattan stops of the Eighth 


avenue line. We’re able to tell you all about Flynn and his work, because 
we recently met him and were allowed to accompany him on a part of 


eight his sniffing tour. 


“To smell a station well, Mr. Flynn told us, one should walk the 
length of the platform, pausing for good, deep sniffs before all the 
vents and doors that lead to gas mains. It’s not a conspicuous per- 
siness formance. Mr. Flynn is in mufti, and betrays his occupation only by a 
m the slight dilation of the nostrils and a tilting-back of the head. ‘You can’t 
York be too showy about it,’ he told us. ‘People would think you were 
screwy. He told us he was also watching for water leaks, which are apt 
to cause gas leaks. Both are reported to the home office, and a repair 


daries 


f the squad comes right away. Water leaks are common, but Mr. Flynn has 
eas— found only four gas leaks in the past year. He figures he rides about 
everie fifteen miles a day, and can’t imagine what his total is for twenty-five 


ning I years. ‘A long ways,’ he says. He doesn’t think his sensitive nose has 
been especially advantageous outside of his work. ‘It only makes me 

q nervous when me wife is cooking,’ he remarked.” 

am 1s —From The New Yorker. 
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The New York World’s Fair 


The 1939-40 exposition in conception, extent, 
and expenditure will be vast 


Largely typifying the World of Today the public utilities of the country will 

make exhibits forecasting the World of Tomorrow. No prediction of to- 

morrow’s world would be complete, says the author, without the inclusion of 

the great public utility industry—electric light and power, gas light and 

power, steam power and heating, telephone and telegraph, railroads, motor 

bus lines, waterworks, oil works, automobiles, and the thousand and one 
allied industries which cater to our complex situation. 


By JAMES BLAINE WALKER 


history of the United States 
will be held in New York city in 
1939 and 1940. 

Sixty-one years ago, in 1876, the 
first large World’s Fair was held in 
Philadelphia. It was called the Cen- 
tennial Exposition, because it signal- 
ized the 100th anniversary of the 
Declaration of Independence. 

Since that time we have had World’s 
Fairs in several states, but none which 
reached the standard of the great show 
which Father Knickerbocker will put 
on in 1939. I doubt if anybody, even 
its enthusiastic promoters, has yet a 
complete and accurate vision of the 
magnificence and splendor which will 
blazon forth in April, 1939. 

The slogan of the new Fair is: 
“Building the World of Tomorrow.” 

An ambitious aim, one would say. 
Surely. But who, except those who 


Te greatest World’s Fair in the 


have built the world of today, is bet- 
ter qualified to project the world of 
tomorrow ? . 

And who has built the world of to- 
day? Artists, statesmen, journalists, 
inventors, lawyers, physicians, business 
men, farmers, manufacturers, laborers, 
churches, colleges, and schools. They 
all will be represented at the coming 
Fair. 

Vastness is a relative term. The 
heavens, the oceans, the continents are 
vast, but in different degrees. So, in 
its own degree, the New York World’s 
Fair will be vast—vast in extent, vast 
in the participation of foreign nations 
and the states of this country, vast in 
expenditure, and vast in accomplish- 
ment. It will occupy grounds contain- 
ing more than 1,200 acres; three anda 
half miles long and one mile wide. 

Before the ten entrance gates to the 
Fair open in April, 1939, a vast for- 
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tune will have been spent in preparing 
the grounds and erecting buildings. 
The Fair Corporation itself will spend 
about $30,000,000 in construction and 
administration costs before the Fair 
opens. This does not include many out- 
lays by the city of New York, the 
states of the Union, foreign nations, 
and the great industries of America 
and other countries in erecting their 
own exhibit structures. It is estimated 
that this expenditure will approximate 
$150,000,000. 

The Fair grounds are located in the 
valley of the Flushing river in Queens- 
borough—one of the five boroughs 
constituting Greater New York. Like 
Brooklyn, Queensborough lies in Long 
Island, on the east side of the East 
river. On account of these populous 
communities, the Fair grounds are 
close to the center of population of the 
Greater City. They are bounded on the 
north by Flushing bay, a part of Long 
Island Sound, on the east by Flushing 
village, on the south by Kew Gardens, 
and on the west by Forest Hills and 
Corona. 


Granary enough, the site is on 
almost virgin ground, very little of 
which is left in the metropolitan area. 
Before the work of preparation began 
the site was mostly in the same shape 
it was in when George Washington 
visited Flushing during the Revolu- 
tionary War. The reason is that it was 
mostly swamp land, and no effective 
efforts were made to drain or fill it 
until recent years. Drained and filled, 
it will provide an ideal location for the 
Fair. In no other part of Greater New 
York could so large.a vacant tract be 
obtained. 

It is owned by the city of New York, 
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which will turn it into Flushing 
Meadows Park after the Fair is over. 
The city has offered to do the work of 
draining and filling at its own expense, 
as part of its contribution to the Fair. 
And a pretty penny it will cost. Ex- 
penditure of about $7,000,000 will be 
required before the work is completed. 
The Fair Corporation will erect several 
buildings, besides building roads, walls, 
and other improvements. The esti- 
mated cost of this work is $125,000,- 
000. 

The business men and industries of 
New York city are behind the Fair to 
aman. They are now helping in the 
financing. To raise the money neces- 
sary for preliminary expenditure the 
Fair Corporation a few months ago is- 
sued $28,000,000 in 4 per cent deben- 
tures, which will be paid off out of the 
profits of the Fair. The issue is now 
almost entirely subscribed. 

So the New York World’s Fair of 
1939 will be VAST. Vast in concep- 
tion, vast in extent, and vast in ex- 
penditure. 


B” the full financial story cannot 
yet be told, and will not be until 
the last block of concrete is laid in the 
last building and the last exhibit is in- 
stalled. However, some of it is now 
known. For instance, the United 
States Government has appropriated 
$3,000,000 ; the state of New York $2,- 
220,000, with the possibility of an ad- 
ditional $2,000,000. Other states un- 
doubtedly will appropriate the amounts 
necessary to erect buildings and to pre- 
pare and install their exhibits. 
World-wide participation is assured. 
Already 37 foreign nations have ac- 
cepted the invitation of President 
Roosevelt to be represented at the Fair. 
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They include Great Britain, Italy, Rus- 
sia, France, Brazil, Argentine, Para- 
guay, Cuba, Finland, Guatemala, Rou- 
mania, Dominican Republic, Haiti, 
Uruguay, Sweden, the Netherlands, 
Chile, Ecuador, Irish’ Free State, 
Japan,, Norway, Belgium, Denmark, 
Egypt, Greece, Switzerland, New Zea- 
land, Canada, South Africa, Albania, 
Portugal, Bolivia, Latvia, Peru, Bul- 
garia, Venezuela, and Czechoslovakia. 

Up to date 31 states of the Union 
and two territories have enacted legisla- 
tion authorizing participation : 

Arizona, Arkansas, California, Con- 
necticut, Georgia, Illinois, Iowa, Kan- 
sas, Maine, Maryland, Massachusetts, 
Missouri, Montana, Nevada, New 
Hampshire, New Mexico, New York, 
North Carolina, North Dakota, Ore- 
gon, Pennsylvania, Rhode Island, 
South Dakota, Tennessee, Texas, 
Utah, Vermont, Washington, West 
Virginia, Wisconsin, and Wyoming. 

In addition the territories of Puerto 
Rico and Hawaii have authorized 
participation. 

Many of the foreign governments 
and several of our states will erect their 
own buildings. All of them will make 
exhibits. 


W Nsem- hundred and ninety acres 
will be devoted to exhibit space. 
The Fair Corporation is selling sites 
every few days, as well as concessions 


for exhibits in Fair-built structures, 
Seventy-five acres are set aside for the 
erection of privately owned buildings, 
The Fair sells building lots according 
to size and location. The minimum size 
is 5,000 square feet. Up to 20,000 
square feet the price is 20 cents a square 
foot ; the next 20,000 at 15 cents, and in 
excess of 40,000 square feet 10 cents, 
Frontage on “A” or main thorough- 
fares is $25 a front foot; on “B” 
thoroughfares $15; all others $5. 

All exhibit buildings, whether built 
by the Fair or others, will be located in 
the Exhibit Section, and this will be 
subdivided into Exhibit Zones under 
the following classifications : 


Community interests (shelter, recrea- 
tion, health, religion and education, 
public welfare) 

Government 

Food 

Clothing and cosmetics 

Production 

Distribution 

Transportation 

Communication 

Business administration 


The mammoth Communications 
building (now under construction) is 
being built by the Fair. It will occupy 
one acre and a half of ground space and 
will be guarded by two huge pylons, 
each 160 feet high. It will contain 
exhibits of telephone, telegraph, radio, 
television, newspapers, magazines, 
books, advertising, motion pictures, 


e 


behind the Fair to a man. They are now helping in the 


q “THE business men and industries of New York city are 


financing. To raise the money necessary for preliminary 
expenditure the Fair Corporation a few months ago issued 
$28,000,000 in 4 per cent debentures, which will be paid off 
out of the profits of ‘the Fair. The issue is now almost en- 


tirely subscribed.” 


NOV. 25, 1937 694 





— o5 @MmieeKrnwnm i. of fF fF ££. ¢« 


— -— 


— 


— - oso Oo - of 


t- —_ = 


THE NEW YORK WORLD’S FAIR 


graphic arts, and photography. Its 
estimated cost is $240,000. This is an 
indication of the size of other exhibit 
buildings. 

There will be no midway, as in 
previous fairs. Instead all amusements 
will be centered in an Amusement Zone, 
where all attractions will be placed. Ac- 
cording to official announcement there 
will be no “Sally Rand” or “Little 
Egypt” features such as have been dis- 
played at other expositions. 

And it will not be solely a man’s 
fair. “Women’s participation,” says 
the official bulletin, “was a first thought 
in planning the Fair.” A woman’s 
division has been organized, and Mrs. 
Vincent Astor heads the advisory com- 
mittee. Monica Barry Walsh will be 
the director. 


ARGELY typifying the World of 
Today, the public utilities of the 
country will make exhibits forecasting 
the World of Tomorrow. No predic- 
tion of tomorrow’s world would be 
complete without the inclusion of the 
great public utility industry—electric 
light and power, gas light and power, 
steam power and heating, telephones 
and telegraphs, railroads, motor bus 
lines, waterworks, oil works, auto- 
mobiles, and the thousand and one al- 
lied industries which cater to our com- 
plex civilization. 

So vast is the plan, so numerous are 
the organizations which will partici- 
pate, so tremendous is the human 
effort, and so huge the capital that will 
be expended, that it is impossible at this 
time to give a complete picture of that 
participation. The Fair project was 
launched only last year, and now very 
few exhibitors are able to give more 
than a vague outline of what they pro- 
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pose to do. Months have been devoted 
to consideration of the project, the 
organization of companies to prepare 
exhibits, and the raising of funds to 
finance them. Great progress has been 
made. Several large interests have pur- 
chased sites and are making plans for 
the erection of buildings. 

The Fair organization itself, within 
less than a year, has planned and -com- 
pleted the Administration building, 
and with the help of the city of New 
York has graded the grounds, prepared 
for their landscaping, and set out ten 
thousand trees. Flowering shrubs, 
fountains, and grassy lawns will be 
added within the next year. It is ex- 
pected that, when the Fair opens in 
April, 1939, the grounds will be a near 
approach to fairyland. 

The following forecasts of public 
utility exhibits are as nearly complete 
as can be made at the present time. 


7 arene will be on parade in 
two extensive exhibits, occupy- 
ing 105,000 square feet of space 
at the New York World’s Fair of 
1939. Companies, representative of 
the entire central station light and 
power industry, will pool resources to 
tell the romantic story of the develop- 
ment of the industry and the contribu- 
tions the “magic current” has made to 
the progress of mankind. 

The World’s Fair Committee of this 
exhibit group is headed by Alfred H. 
Schoellkopf, president of the Niagara 
Hudson Power Corporation. Other 
members of the committee include: E. 
J. Doyle, president of Commonwealth 
Edison Company; L. H. Egan, presi- 
dent of Union Electric Light and 
Power Company; Oscar H. Fogg, 
president of the Consolidated Edison 
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Many Acres of Exhibit Space 


con Axy of the foreign governments and several 

of our states will erect their own buildings. 
All of them will make exhibits. Three hundred and 
ninety acres will be devoted to exhibit space. The Fair 
Corporation is selling sites every few days, as well as 
concessions for exhibits in Fair-built structures. 
Seventy-five acres are set aside for the erection of 
privately owned buildings.” 





Company of New York; H. H. 
Porter, president of American Water 
Works and Electric Company; W. H. 
Taylor, president of Philadelphia Elec- 
tric Company, and W. L. Willkie, 
president of Commonwealth and 
Southern Corporation. 

“The Fair, with its nation-wide in- 
terest and attention, is an opportune 
time for the electric industry to tell 
forcibly the story of its progress,” said 
Mr. Schoellkopf. ‘The exhibit will 
depict the multitude of ways in which 
electric power lends itself to the com- 
fort, safety, convenience, and happi- 
ness of the entire world, bringing 
home this important story to every 
visitor and serving as an impetus to 
increase electrical usage in all parts of 
the nation.” 

“Building the world of tomorrow,” 
he continued, “‘the theme of the 1939 
Fair lends itself perfectly to the elec- 
trical exhibit, for the story of tomor- 
row will be the story of electric power. 
Visitors will view the sharp contrast 
between the infancy of the industry, 
with its meager abilities and few ap- 
pliances, and the multitude of services 
of our modern age and the progress 
and development coming in the future 
for the good of all peoples.” 
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Facing the Theme Center of the 
Fair grounds and near the Administra- 
tion building, this exhibit will be 
housed in a dominating building on a 
plot of 75,000 square feet of space. 


MONG the exhibits will be a model 

of a completely electrified farm in 

actual operation, which will occupy a 

site of 30,000 square feet. This will 

show the phases of rural development 
of electricity. 

Harrison and Fouiloux, of New 
York city, are the architects for the 
exhibits. The Cleveland Bronner 
Studios, of Norwalk, Connecticut, 
have been retained to develop the 
theme and visuals of the exhibit. 

Clayton Irwin, Jr., has been ap- 
pointed director for the committee. 
The committee has opened offices in 
the Graybar building, 420 Lexington 
avenue, New York city, where Mr. 
Irwin is rapidly completing his staff. 


HE Consolidated Edison Com- 
pany of New York will have its 
own building in the Fair grounds. It 
has purchased a lot covering 75,183 
square feet at a cost of $25,383.15. 


Oscar H. Fogg, vice president, signed 


the contract for the plot, which is lo- 
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cated on the Mall leading from the 
Perisphere to the New York State 
Amphitheatre. 

A colossus in utility organizations, 
the Consolidated Edison Company, 
formed during the last year, is a com- 
bination of the former New York Edi- 
son Company, the former Consoli- 
dated Gas Company, and the former 
New York Steam Company. It domi- 
nates or controls practically all public 
utilities operating in the city of New 
York, except the railroad and omnibus 
lines and the telephone companies. 

H. S. Sutton, executive assistant to 
the chairman of the board of the Con- 
solidated Edison Company, is in 
charge of arrangements for the Fair. 

Mr. Sutton recently told me that the 
company’s plans for the Fair are still 
in the nebulous stage. The architects 
have not yet submitted final plans for 
the Fair building, and until that is done 
and the company has opportunity to 
weigh the capacity of the building 
against the requirements of the exhibit 
it proposes to make, nothing definite 
will be decided. 

It is, however, the intention to make 
the exhibit a dramatic presentation of 
the service performed by the company 
in its threefold field—electricity, gas, 
and steam. The story will be told 
graphically from the generation of 
light, power, and steam to their final 
distribution and consumption in homes, 
factories, and business houses. 


T= telephone industry will be 

represented by one of the greatest 
and costliest exhibitions at the Fair. It 
will be in charge of the American Tele- 
phone and Telegraph Company, which 
will erect a large building to house all 
telephone exhibits. It has already pur- 
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chased a site at the Fair grounds near 
the Administration building. 

A. W. Page, vice president of the 
American Telephone and Telegraph 
Company, and a well-known writer, has 
been placed in general charge of the 
World’s Fair work. In a recent inter- 
view he said it was too early to give 
any information as to the exhibits. 
Final plans for the building have not 
yet been adopted. Several plans were 
under consideration, but until one is 
approved little can be said about the 
extent or the nature of the exhibits. 
Arrangements for the building, as well 
as the determination, character, and 
size of the exhibits will be in the hands 
of Mr. Page and Dr. Frank Jewett, 
head of the company’s laboratory. Dr. 
Jewett will plan the exhibits. 

Mr. Page said his company will not 
make a television exhibit. If any such 
is made it probably will be by the radio 
companies, as television is more in the 
radio field than in that of the telephone. 


Bb Bee great gas industry of America 
will make a magnificent showing 
at the Fair. The exhibits will portray 
the history of more than 100 years. 

It was in 1832—-105 years ago—that 
illuminating gas was first distributed 
in New York city. Natural gas was 
then unknown. The illuminating gas 
was made from the distillation of soft 
coal. Heated in furnaces, the coal gave 
off a vapor which burned with a bril- 
liant flame. Incipient captains of in- 
dustry decided to harness this vapor 
and distribute it. This they did by 
building and operating the first gas 
works, 

The new illuminant was received 
with more or less scepticism. Only the 
bravest citizens consented to have such 
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an explosive element introduced into 
their homes. But they survived. They 
liked the new illuminant. Their neigh- 
bors profited by their experience. In a 
few years gas superseded oil lamps and 
wax candles for home lighting. Before 
the Civil War it was almost in uni- 
versal use. 

From lighting purposes the use of 
gas extended to cooking, heating, 
power, and refrigeration. Today, 
owing to the electric light, its use as an 
illuminant has become limited, but its 
other uses have spread all over the 
world. The fascinating story of a Cen- 
tury of Gas will be told graphically and 
by actual demonstration at the World’s 
Fair. 

The American Gas Association, a 
national organization embracing nearly 
all the gas companies of the country, 
has taken the lead in planning the 
World’s Fair gas exhibition. Early 
this year it purchased a large lot in the 
Community Interests Zone at the Fair 
grounds, upon which it will erect a 
magnificent building for exhibition 
purposes. 


| i this enterprise the American Gas 
Association will be joined by the 
Association of Gas Appliance and 
Equipment Manufacturers, a national 
organization embracing nearly all of 


the makers of gas appliances and equip-- 


ment. Jointly these two great organi- 
zations will exhibit the various uses of 
gas and gas appliances. It is not yet 


known how much the gas building -will 
cost, but I hear on good authority that 
$1,000,000 or more will be needed to 
pay for the building, the installation of 
exhibits, and the cost of operation dur- 
ing the Fair. 

The magnitude of the work is such 
that the gas interests decided to forma 
separate corporation to handle it. Ac- 
cordingly, on June 16, 1937, they in- 
corporated under the laws of the state 
of New York a company entitled Gas 
Exhibits, Inc., which will have sole 
charge of erecting the building, install- 
ing the exhibits, and showing and ex- 
plaining them to World’s Fair visitors. 
The great objective will be to bring to 
the attention of the public the practical 
and economic application of gas in in- 
dustry and in the modern home, 
together with demonstrations of gas 
appliances and equipment. 


(" Exhibits, Inc., is a nonprofit- 
making company. In it will cen- 
tralize all activities of the gas industry 
at the World’s Fair. Its officers are: 


President—Hugh Cuthrell, vice 
president of Brooklyn Union Gas Co. 

Vice president—William T. Rasch, 
president of the American Gas 
Products Co. 

Treasurer—Nils T. Sellman, as- 
sistant vice president of the Con- 
solidated Edison Co. 


Plans for the exhibition building are 
now being made by Skidmore and 
Owings, architects, who planned some 


e 


of the country will make exhibits forecasting the World of 


q “LARGELY typifying the World of Today, the public utilities 


Tomorrow. No prediction of tomorrow’s world would be 
complete without the inclusion of the great public utility in- 


dustry...” 
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of the buildings at the Century of 
Progress Exposition in Chicago. The 
building will be a one-story structure, 
with a central tower. Wings will ex- 
tend an equal distance on both sides. 
Here will be installed the exhibits of 
the general industry and those of the 
appliance and equipment manu factur- 
ers. These will include illuminating ap- 
paratus, gas furnaces, refrigerators, 
ranges, water heaters, and engines. 

Expert demonstrators will be present 
to explain the several devices, and a 
force of uniformed attendants will be 
organized to guide visitors. 

In the rear of the building will be a 
large lawn, upon which will be erected 
two model houses—one low priced and 
the other more expensive. Each will be 
equipped throughout with gas appli- 
ances, so as to demonstrate the value 
of gas in home economy. 

In addition the Exhibits company 
will have a radio announcer to broad- 
cast news of the gas exhibition. Also 
provision will be made for moving 
pictures, which will be shown every 
day. 

Both the American Gas Association 
and the Association of Gas Appliance 
and Equipment Manufacturers will 
hold their annual conventions for 1939 
in New York city during the Fair. 


ee two words — “railway 
transportation” — embody more 
than 100 years of American history, 
for the first railroad in this country was 
placed in operation by the Baltimore 
and Ohio company in 1824. 

As a group the railroads are the 
largest and most important of all pub- 
lic utilities, for they are nation-wide in 
scope and provide the principal means 
for the interchange of commerce 
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among the 48 states of the Union. At 
their inception illuminating gas was 
unknown, and the electric light was a 
dream of the future. 

So the railroads are going to make 
an exhibit at the World’s Fair, which 
will be worthy of the pioneer public 
utility of the country. This exhibit will 
be in charge of the Eastern Presidents’ 
Conference, which has appointed a 
World’s Fair committee, of which L. 
G. Coleman is director. The committee 
has opened offices at No. 230 Park 
avenue, New York city. Mr. Coleman 
recently stated that their plans are still 
in the formative stage, although much 
preliminary work has been done. 

There will be a Railway Transporta- 
tion building at the Fair, in which all 
the railroads of the country will make 
exhibits. This building will be approxi- 
mately 700 feet long and 60 feet wide. 
It will contain 100,000 to 150,000 feet 
of floor space. It will be built and 
operated by the World’s Fair com- 
mittee of the Eastern Presidents’ Con- 
ference, which will assign space for the 
exhibits of all railroads in the United 
States. It will be erected in the mid- 
section of the Fair grounds and will 
adjoin the air transportation and motor 
bus transportation exhibits. 


Se committee has retained D. P. 
Higgins as advisory architect, 
who has already submitted preliminary 
plans for the Railroad building. In 
conformity to the World’s Fair motif 
it will be a one-story structure, with 
enough space inside to accommodate 
exhibits of all the railroads of the 
country. Outside there will be space 
for a grandstand, a stage, and a rail- 
road restaurant. The grandstand will 
seat 4,000 persons. The restaurant will 
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The Communications Building 


66 HE mammoth Communications building (now under construc- 

tion) is being built by the Fair. It will occupy one acre and a 

half of ground space and will be guarded by two huge pylons, each 160 

feet high. It will contain exhibits of telephone, telegraph, radio, televi- 

sion, newspapers, magazines, books, advertising, motion pictures, graphic 

arts, and photography. Its estimated cost is $240,000. This is an indica- 
tion of the size of other exhibit buildings.” 





adjoin the grandstand, and will be built 
around four sides of an open air arena, 
where there will be tables on the sides 
and a dancing floor in the center. Food 
will be supplied from four imitation 
dining cars, representing North, East, 
South, and West, and the cooking will 
reflect the characteristic food of each 
section—venison and beef for the 
North, fish and other sea food for the 
East, chicken and corn bread for the 
South, game and fish and fruits for the 
West. 

In front of the grandstand will be a 
large stage, on which various kinds of 
entertainment will be provided— 
pageants, radio broadcasts, and moving 
pictures. One of the main features will 
be a grand pageant showing the history 
of transportation in this country, from 
the slow-going stage coaches of the 
Revolutionary era to the mile-a-minute 
streamline, air-conditioned passenger 
trains of today. The vehicles will be 
occupied by men and women garbed in 
the dress of the period represented. 
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To the north of the stage there will 
be a railroad yard, in which there will 
be an exhibition of locomotives and 
passenger cars of the early days of rail- 
roading and the marvelous equipment 
of the present day. From the railroad 
yard tracks will lead past the stage to 
the other end of the building, where 
there will be a roundhouse and a turn- 
table. In the pageants regular trains 
loaded with passengers will pass before 
the stage, including the type of equip- 
ment used in the 1830’s and that in use 
at present. 

“What’s all that going to cost?” I 
asked Mr. Coleman. 

“Including the building,” he replied, 
“about $1,500,000.” 

Hence the railway exhibit will be 
well worth seeing. 


4  wpreennggl is a word of ancient 


lineage. Literally it means 
“rock oil.” It is derived from two 
Latin words—“petra,” meaning rock, 
and “oleum,” meaning oil. So when oil 
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was obtained from the rocky strata 
under ground, it was appropriately 
named “petroleum.” 

Back in the early days of the nine- 
teenth century the first oil well in Amer- 
ica was sunk in Pennsylvania, where 
small quantities of oil were collected on 
the surface. It was the precursor of the 
Oil City boom, which made “Coal Oil 
Johnny” rich and famous. 

Since that time petroleum has made 
history and greased the wheels of 
American progress. Today many 
states of the Union are producing oil 
and are thus contributing to the ad- 
vancement and prosperity of the world. 
It is a far cry from “Coal Oil Johnny” 
to John D. Rockefeller, but what the 
first John introduced the second John 
made a universal industry. 

So it is fitting that the petroleum in- 
dustry is to be adequately represented 
at the World’s Fair and do its share in 
projecting the “World of Tomorrow.” 

For this purpose thirteen of the 
principal American oil companies have 
organized a new company entitled 
“The Petroleum Industry Exhibition, 
Inc.,” which will show the world what 
oil has done for the benefit and ad- 
vancement of the human race, in a 
magnificent exhibit at the Fair. 


Yee company has purchased a 
building site of 64,889 square feet 
in the industrial section of the Fair 
grounds at a cost of $22,177.42, and is 
there erecting a suitable building for 
the exhibits of the oil industry. Thomas 
H. Taylor, of the Standard Oil Com- 
pany of New Jersey, is president of 
the organization. With him are asso- 
ciated D. T. Pierce, of the Sinclair Re- 
fining Company, and E. E. Puryear, of 
the Texas Oil Company. 
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On closing the transaction for the 
purchase of the site, Mr. Taylor said: 


In an effort to create public understand- 
ing of the essential services rendered to the 
American people by the American petroleum 
industry, and to develop a comprehensive 
exhibit truly representative of this great 
American business enterprise, thirteen oil 
companies have abandoned plans for indi- 
vidual participation in the New York 
World’s Fair, 1939, and have contributed all 
their personnel and finances to a proposed 
all-industry exhibition. We believe the 
petroleum industry has as great a stake in 
the world of tomorrow as it has in the world 
of today, and just as it had in the world 
of yesterday. 

The petroleum exhibit will present 
the complete story of oil, from its 
source deep within the earth, to its de- 
velopment and refinement for a myriad 
of uses. There will be a graphic demon- 
stration of the economic services ren- 
dered to the public by the petroleum in- 
dustry, and its value in almost every 
branch of human endeavor. 

The Petroleum Industry Exhibition, 
Inc., which will represent the entire oil 
interests of the United States, has 
opened an office at 50 W. 50th street, 
New York city, where the details of the 
oil exhibit will be worked out. 

The officers of the company are as 
follows: 

Thomas H. Taylor, president ; Dan- 
iel T. Pierce, E. E. Puryear, and W. 
R. Boyd, Jr., vice presidents; R. P. 
Resor, treasurer, and Victor H. Scales, 
secretary. 

The board of directors includes 
representatives of the thirteen oil com- 
panies included in The Petroleum In- 
dustry Exhibition, Inc. 


ie first building to be completed 
is the Administration building. It 
was opened with appropriate cere- 
monies on August 13th last, when Gro- 
ver Whalen, president of the World’s 
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Fair, unveiled a 27-foot sculptured 
panel above the main entrance, reveal- 
ing the figure of a woman, semidraped, 
rising above an island city and lifting 
with up-raised hands the veil that 
shrouds the “World of Tomorrow.” 
Twenty-four hours later some 600 
of the World’s Fair staff, hitherto at 
work at the New York city head- 
quarters in the Empire State building, 
had moved into the new Administra- 
tion building at the Fair grounds, and 
“business was going on as usual.” 
Costing about $1,000,000, the Ad- 
ministration building, situated close to 
the main entrance to the Fair grounds, 
sets the style for the innumerable struc- 
tures to follow. It stands on a 4-acre 
plot, adjacent to the Long Island Rail- 
road bridge over the Grand Central 
Parkway. Its grounds are landscaped, 


with trees, shrubs, flowers, and grassy 
lawns. 

The building was planned by four 
collaborating architectural firms— 
Harvey Stevenson and Eastman 
Studds, John A. Thompson and Gerald 
Holmes, Edgar I. Williams and Kim- 
ball, and Husted. It is a steel structure 
sheathed in wood and covered with 
stucco, and contains 115,000 square 
feet of floor space. It has a central 
tower, rising 57 feet above the one- 
story wings on its two sides. It con- 
tains a cafeteria which will seat more 
than 500 persons, adequate kitchens, 
utilities, and telephone rooms. It will 
be air-conditioned and supplied with 
both steam and hot-air heat. When 
fully manned it will be the heart and 
nerve center of the great Fair work- 
shop. 





World’s Fair Space Leased by A. T. & T. 


Th first step in planning industrial exhibits for the 1939 World’s 
Fair at New York city was taken recently with the signing by the 


nation’s largest corporation, the $5,000,000,000 American Telephone 
<a Company, of the first contract for space for a private 
exhibit. 


The company’s president, Walter S. Gifford, said the structure would 
be inspired by the theme of the Fair, “Building the World of To- 
morrow,” and would conform with the architectural spirit of the 
Theme Plaza. The exhibit will show the “fascinating forces under- 
lying modern electrical communications,” he said. It is planned that 
this hall, like all others, will be surrounded by gardens where visitors 
may rest and relax. 


The revenue from space charges is expected to amount to $7,531,018. 
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Utility Stock Fluctuation 


Varying sales ratios since 1928 and the 
present utility securities outlook 


By OWEN ELY 


market, utility stocks were quoted 

at 30 to 100 times their current 
share earnings. Columbia Gas sold at 
56 times earnings, American Gas at 53 
times, American Water Works at 52, 
North American at 58, etc. A few 
holding companies were even more ex- 
travagantly priced, Cities Service sell- 
ing at 69 times the earnings before 
depreciation and American Light & 
Traction at over 100 times the earn- 
ings. 

Stocks of the conservative operating 
companies, with less “romance” and 
“leverage” than the holding company 
issues, were rated less highly on earn- 
ings. Detroit Edison sold at a top ratio 
of 31, Boston Edison at 32, Common- 
wealth Edison at 33, and Consolidated 
Edison at 38 times earnings. 

It is unfortunate that in times of in- 
creasing earnings, the price-earnings 
ratio is apt to climb, while during a de- 
pression it drops with even greater 
rapidity. The old-fashioned rule “ten 


|: 1929, at the height of the bull 
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times earnings” is more honored in the 
breach than in the stock market. The 
variation in earnings between prosper- 
ous 1929 and depressed 1932 was not 
at all alarming for most utility operat- 
ing companies and compared very 
favorably with industrials and rails 
(see Table 1). But there was a double- 
barreled effect on stock prices (particu- 
larly those of holding companies). 
While American Light & Traction 
earnings declined only 40 per cent dur- 
ing 1929-1932, the price dropped some 
97 per cent. Cities Service fell from 
69 to 14. Columbia Gas broke from 
140 to 4 — although still earning 96 
cents. National Power & Light, earn- 
ing more than half the 1929 figure, fell 
from 72 to 6. 


UT worse was still to come for 
some of these stocks. While 1932 
marked the low point of the depression 
so far as stocks generally were con- 
cerned, passage of the Public Utility 
Act in 1935—and particularly the de- 
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bate in Congress over the “death sen- 
tence” clause—resulted in new lows for 
holding company stocks of the 
“pyramid” type, in some cases substan- 
tially below the 1932 level. Thus Cities 
Service made a new low of §, Electric 
Power dropped to 1, Standard Gas to 
14, United Light & Power “A” to 8, 
etc. However, stocks of the operating 
companies, affected in less degree by 
the “death clause,” made a better 
showing. 

The Standard Statistics indexes of 
average price-earnings ratios for in- 
dustrial, rail, and utility stocks by 
months during 1929-1936 are shown 
in Table II (high and low for each 
year). This index, however, included 
only the companies with actual share 
earnings (excluding those in the red) 
so that an average during a good year 
included stocks not contained in the 
average for a bad year. While this de- 
tracts considerably from the value of 
the averages as a trend index, they are 
of interest to indicate the relative price- 
earnings ratios for high-grade utilities 
as compared with rails and industrials 
at any given time. Since Standard 
Statistics’ compilation was discon- 
tinued in August, 1936, the table is 
not carried beyond that date. 


N order to obtain a more accurate 
comparison of price-earnings ra- 
tios, the figures for identical groups of 
stocks (on all of which there were 
share earnings for each year) have 
been compiled for the years 1929, 
1932, and 1937 (Table III). In 1929 
the year’s high prices—generally 
reached in September—were divided 
by the calendar year earnings. In 1932 
the low prices (probably June) were 
measured against net profits for that 
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year. And in 1937 the October 8th 
closings—following a two months’ de- 
cline—are compared with the earnings 
for the twelve months ended June 
30th. The comparisons are as follows: 


1929 1932 1936-7 

Gas-electric systems 

11 Holding companies.. 48 

8 Operating companies. 31 

1 Telephone company.. 25 

Is the current price-earnings ratio of 
about eleven too low? Utility stocks 
have enjoyed a sharp increase in earn- 
ings this year, but have still remained 
under a cloud due to the legal battle 
between the companies and the gov. 
ernment over the Utility Act, TVA 
competition, PWA projects, proposed 
new utility legislation, etc. They have 
also suffered with other groups from 
the general fears regarding the inter- 
national situation, disappointing au- 
tumn business prospects, etc. 


| Ppoome naan the stability of the 
electric power and light business 
and the rapid strides made by the 
natural gas industry, utility stocks 
should normally sell at 15-20 times 
earnings. At 15 times earnings, and 
assuming that two-thirds of earnings 
can be distributed consistently as divi- 
dends, the yield would be about 44 per 
cent, which compares favorably with 
present bond yields. If all the earnings 
should be paid out in dividends, thus 
avoiding payment of the present surtax 
on undistributed earnings, the yield 
would be about 6.7 per cent. 

There is another factor in compar- 
ing the trend of earnings and the price 
earnings ratio over a period of years 
which might be considered. Utility 


‘earnings today are “worth more” than 


in 1929, because the allowances for de- 
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pS 


TABLE I 
TREND OF CorPoRATE Earnincs 1926-1936 
(In Relatives, 1928=100) 


1926 1927 1928 1929 


752 Industrial Cos... 134 
64 Railroad Cos. .. 106 
88 Utility Cos. ... 77 

Total (904 Cos.). 121 
Analysis of Utilities 
17 Holding Cos. .. 69 

42 Operating Cos... 80 

16 Telephone & 
Telegraph Cos. .. 
13 Traction Cos. .. 


D=deficit. 


84 
91 
86 
85 


77 
88 


89 


80 
103 109 


1930 1931 1932 1933 1934 1935 1936 
69 26 40 S57 86 
72 IiDi 3 3 
114 70 67 «673)~«(9 
76 2 37 «50 76 
125 S2 530 S8 75 
118 80 83 88 95 
81 


108 73 106 
76 9 


119 
117 
116 
118 


124 
114 


113 
106 


TABLE II 
TREND oF Price-Earnincs Ratios 1929-1936* 


1929 1930 1931 1932 
9-15 10-12 10-13 7-15 

10-15 10-16 6-14 
15-27 14-19 10-17 6-15 


Industrials 
Railroads 
Utilities 


*These groups of companies are not 


1935 1936** 
15-17 15-18 
12-16 15-18 
13-18 16-19 


1933 
12-16 
11-14 
11-15 


1934 


13-16 
13-16 
12-15 


identical with those above, and also vary 


somewhat from year to year, since companies with deficits are not included. 


**January-August only. 





preciation are almost uniformly larger 
(see Table IV). Thus had depreciation 
been on the same basis as in 1929 (the 
same percentage of gross revenues in 
each year) net earnings in 1936 would 
have been much greater. Columbia 
Gas net per share of common stock 
would have been increased some 23 
cents or about 43 per cent. Common- 
wealth & Southern’s earnings per 
share of common would have been 
nearly doubled. Niagara Hudson’s 
earnings would have been increased 
from 68 cents to $1.20. Other results 
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(as indicated in the table) were less 
striking but nevertheless indicate the 


importance of this factor. 
O° course it is possible that in- 
creased depreciation charges may 
have been offset to some extent by 
lower maintenance costs. Since main- 
tenance figures are available in both 
years for only a few companies, it is 
impossible to check this point. Never- 
theless, it appears likely that the total 
amount of maintenance and deprecia- 
tion is running substantially above the 
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1929 level, with corresponding “hid- 
den equities” for stockholders as com- 
pared with that year. 

No one expects utility stocks to sell 
again at the inflated 1929 levels. But 
on the other hand, current price-earn- 
ings ratios seem too low. There can 
be no doubt that a clearing up of the 
present confusion over the application 
of the Utility Act, and tapering off of 
huge government spending for com- 
petitive power developments, would 
again restore utility stocks to their 
former status of consistent “growth” 
stocks. This in turn would permit re- 
sumption of equity financing, which is 
needed to maintain a proper balance 


with bond issues to finance the growth 
of the industry. The Interstate Com- 
merce Commission and other Federal 
agencies have frequently stressed the 
importance of avoiding a top-heavy 
financial structure, and many railroads 
are suffering from this difficulty. The 
present tendency of utility companies 
to borrow much of their new capital 
from the banks is a temporary device 
which cannot be safely carried through 
into future years. 


A= the relatively low prices of util- 
ity stocks due to the industry’s 
being in a downward cyclical trend as 
regards net earnings? Will costs con- 


TABLE III 
Price-EarRNINGS RATIO 


1929 


1932 1936-7 


Earned High Ratio Earned Low Ratio Earned Current Ratio 


1929 Price About 


Electric-Gas Holding Cos. 
American Gas & Electric ; 225 
American Light & Traction... 
American Water Works & 

Elec. 

Columbia Gas & Electric 
National Power & Light 
Niagara Hudson Power 
North American Co. ......... 
Pacific Lighting 

Public Service of N. J. ...... 
United Gas Improvement .... 
United Light & Pwr. “A” .... 


Averages 


Electric-Gas Operating Cos. 
Boston Edison 
Brooklyn Union Gas 
Commonwealth Edison* 
Consolidated Edison 


Detroit Edison 

Pacific Gas & Elec. .......... 

Southern Cal. Edison 
Averages 


Telephone & Telegraph 
Ret. TES TA, s0cesinses $12.67 310 


’ *Figures adjusted for 4-for-1 split-up in 1937. 
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53 $2.18 15 


1932 Price About 1936-7 Price About 


$2.39 
2.18 


1.42 

96 
1.26 
1.07 
1.75 
3.03 
3.46 
1.36 

-16 
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UTILITY STOCK FLUCTUATION 


TABLE IV 


Approximate percentage by which balance 
for common stock in 1936 would have been 
increased, if depreciation charge had been 
same percentage of gross as in 1929, 


American Gas & Electric 46% 
American Power & Light (Pfd.).. 18 
American Water Works & Elec. ... 
Columbia Gas & Electric 43 
Commonwealth Edison 

Commonwealth & Southern 
Consolidated Edison 

Consolidated Gas of Baltimore.... 
Detroit Edison 

National Power & Light 

Niagara Hudson Power 

North American Co. .....ccccccces 14 
Pacine Ges @& Ete. ....cccccecccsse 12 
Public Service of N. J. ........... 
Southern Cal. Edison 

United Gas Improvement 

United Light & Power 


*Decrease 





tinue to rise, political pressure for 
lower rates and higher taxes be main- 
tained, and further increase in output 
entail large plant expansion costs? 
Such a pessimistic view is held by some 
authorities, but the writer cannot sub- 
scribe to it. Since statistical data is 
hard to obtain, the problem is largely 
one of careful analysis of future trends. 

It seems generally agreed that the 
domestic demand for electricity will 
continue to increase ; while for the time 
being sales of refrigerators, radios, etc., 
may slacken, any further recovery in 
the building industry (still considered 
below normal) will mean increased de- 
mand for current. The need for in- 
dustrial current will, of course, vary 
with general business activity, which at 
the moment is showing a recession. But 
over the longer term there seems little 
reason to doubt that the growth of the 
industry will continue. In fact, Stand- 
ard Statistics in a survey of the elec- 
tric equipment industry some months 
ago estimated that within the next few 


years some $7,000,000,000 will be 
spent for equipment. And this despite 
the large government projects—which 
are not located strategically as regards 
a market for their power. 


B” granting the industry’s con- 
tinued growth, has it reached a 
point of “decreasing returns”? This 
seems unlikely because of the possibili- 
ties of further improvements in steam 
generating plants. Moreover, many 
obsolete plants remain to be replaced. 
The cost of producing future kilowatt 
hours should show a declining trend, 
subject to temporary fluctuations. 

Regarding the more immediate out- 
look, it is true that wage costs have ad- 
vanced, but this increased burden was 
doubtless rather fully reflected in the 
second quarter earnings returns, and 
yet total net income for a group of 
representative electric and gas systems 
in that quarter showed a gain of about 
15 per cent over last year. However, 
third quarter returns will afford a bet- 
ter indicator. 

The rise in fuel costs is a more 
serious problem and one which is diffi- 
cult to analyze because some com- 
panies contract well ahead for their 
fuel supply. Hence we cannot be sure 
to what extent this increased cost is 
reflected in current figures. In any 
event, the full effects of the Guffey Act 
in raising coal prices will not be felt 
until next year. The hydroelectric 
plants will not, however, be affected by 
increased coal costs. Available data 
seems to indicate that, at the worst, in- 
creased fuel costs will not curtail 
average net income for the industry by 
more than 3 per cent (the balance for 
common stockholders might be affected 
5 per cent or more). 
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URING 1936-7 utilities have been 
able to reduce their fixed charges 
quite substantially by long-term re- 
funding operations at low coupon rates. 
These refunding operations are only 
about two-thirds completed. They are 
now being resumed despite the drastic 
decline in the stock market, and a sub- 
stantial amount of refinancing may be 
accomplished during the balance of the 
year if a moderate degree of confidence 
is restored. Institutions are loaded 
with cash, and refunding in any event 
is merely a turnover of funds. And 
every large refunding operation auto- 
matically improves the average earning 
power for the industry. 

There is some evidence that, outside 
of Pennsylvania and a few other states, 
local pressure for rate reductions is 
now subsiding. The move to impose 
special taxes has also perhaps reached 
a crest. While these burdens remain 
heavy, it seems unlikely that conditions 
will get much worse for the industry 
as a whole. 

Utilities are sometimes classed with 
railroads as an industry which suffers 
during “inflation.” Yet we have hada 


moderate degree of inflation since 1932 
and utility earnings have risen sharply, 
During times of increasing prosperity, 
increased sales of electricity have more 
than offset the increase in cost of pro- 
duction. On the other hand, if the 
tendency toward inflation has now been 
checked—copper has already dropped 
from 17 cents to 12 cents—the utilities 
will benefit by lower material costs 
(except fuel). Wages cannot be re- 
duced as easily or quickly, but at any 
rate the pressure for further conces- 
sions will be checked. 


HE electric power industry has 

given a remarkable account of it- 
self during the depression and its pros- 
pects for future growth and earnings 
gains still exceed those of many other 
industries, despite political worries. 
There may be a temporary decline in 
gross revenues which will affect net in- 
come, but investors should not lose 
faith. 

A price-earnings ratio of eleven is 
normally too low, and would seem to 
discount adequately any probable 
effects of the current business decline. 





Telephone Facts Not Generally Known 


TELEPHONE subscribers in New York city dial for “time” information 


about 80,000 times daily. 


THE ordinary 2,400-pair, lead-covered telephone cable is about 3.15 


inches in diameter. 


THE “recording angel’ has a most difficult task when someone drops 
a slug into a pay station and gets a wrong number. 

A New telephone message register camera has been developed which 
records readings of 25 message registers at one exposure against only 


10 of the old type camera. 
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Keeping Up with 
Uncle Sam 


By FRANCIS X. WELCH 


NE thing that is worrying Washing- 
ton about the utility picture is the 
unoficial report from New York that 
utilities have had to revise downward 
their construction and buying program 
for the year 1938. This report followed 
closely the recent statement of the Com- 
mittee of Utility Executives blaming the 
New Deal for a “deficit.” There are 
reasons enough for such action if it 
proves to be a fact, but the more alert 
administration leaders are keenly con- 
scious of the likelihood that once again 
the New Deal’s antiutility attitude will 
be held up as the principal explanation. 
Advice along this line may well explain 
President Roosevelt’s recent proffer of 
a truce provided the utilities accept a 
prudent investment basis for rate fixing. 
One conservative adviser even suggested 
that the proposed regional planning legis- 
lation be dropped. That, of course, is too 
much to expect from a President who has 
made this proposal his very own. But 
just the same it was pointed out to him 
that he wouldn’t get what he asked for 
anyhow from Congress. So why take an 
empty compromise in the form of a bill 
to set up a half-dozen or so “sit-and- 
spit” boards to make more studies on the 
general subject of planning? 

It’s risky to name names or quote 
quotes when speaking about who gave 
such advice to the President, but Mar- 
riner S. Eccles, head of the Federal Re- 
serve Board, is generally supposed to 
— spoken to the President along these 
ines. 

Another mildly reproving voice was 
rumored to belong to Chairman Douglas 
of the SEC. This will surprise many con- 
servatives who have regarded Douglas 
with suspicion because of his pinkish 
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background and associations. Yet, be- 
lieve it or not, the word goes up and down 
Pennsylvania avenue that Chairman 
Douglas suggested that the least the 
President might do would be to announce 
a definite Federal power policy so that 
the utilities would have some idea what 
they may expect. 

It was on the day after Chairman 
Douglas, accompanied by Chairman Ken- 
nedy of the Maritime Commission, saw 
the President at Hyde Park that J. D. 
Ross, new Bonneville administrator, did 
announce a preliminary step in the direc- 
tion of a uniform Federal power policy. 
Ross stated it to be the administration’s 
position that power rates on all Federal 
plants, including the TVA, should be 
based on 34 per cent interest, with the 
principal amortized in forty years. 

But when you say “principal” you hit 
the nail right on the finger. It is easy 
enough to work out a uniform interest 
and amortization rate, just as it is easy 
enough to agree upon a reasonable rate of 
return on a utility’s rate base. It is when 
you start to decide the base—or principal 
—that you really get into deep water. 
Thus the most controversial factor of all 
has yet to be settled even tentatively. 


HE FPC is authorized to allocate 

Bonneville costs—that is, to fix the 
rate base. It has no such authority over 
the TVA dams. The pending bills for 
new TVA’s would permit each authority 
to make its own allocations. Under such 
a set-up even with a uniform interest 
rate and amortization period, uniform 
power rates would be unlikely, since 
each regional group would seek to pare 
its own rate base. The balance of the 
cost of the projects would then be paid 
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outright from the public purse drawn 
from taxpayers. 

Speaking of new regional boards to 
study the general condition of our natu- 
ral resources, it would seem that what 
this country needs right now is a new 
regional study group to end all regional 
study groups. For instance, there is the 
National Resources Committee which is 
even now engaged in a nation-wide sur- 
vey of drainage basins to supplement a 
voluminous report on the subject made 
last April. Yet the President insists we 
need seven or eight more boards on the 
job. 

And it will be noted that the NRC 
regional study set-up conforms neither 
with those proposed in the Norris-Mans- 
field bills (supposed to be approved by 
the National Power Policy Committee), 
nor with the geographical set-up of the 
regional divisions of the PWA. A fourth 
regional layout for regulatory operations 
was proposed last year by the Federal 
Power Commission. With all this re- 
gional overlapping plastered on the 
country’s map, the outlook for the Fed- 
eral power policy begins to resemble 
grandma’s crazy quilt. 


Lucky Arizona! There is a state 

where men are men and also state 
commissioners. In a recent case involv- 
ing the rates of the Tucson Gas, Electric 
Light & Power Company, the Arizona 
commission gave one reason for restrict- 
ing the size of the utility’s depreciation 
reserve which is as unique as it is real- 
istic. The commission said: 


It is clear that under the present Federal 
law, undistributed surpluses cannot be ac- 
cumulated without the payment of excessive 
taxes, hence the plea of the respondent in 
this respect must be denied. It would be un- 
fair to the ratepayers to set up a fund from 
their contributions which would be imme- 
diately passed on to Federal disbursement 
departments to be expended for such pur- 
poses and at such places in the other sec- 
tions of the country, perhaps, as might please 
the fancy and ambition of some department 
head who has never seen Arizona. 


Of course, it might be said in passing 
that Arizona has been getting its share of 
Federal bounty. Nevertheless, the Ari- 
zona commission takes the sensible and 
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practical position that if utilities are 
going to be shaken down, charity or some- 
thing begins at home. There is no need 
to export the proceeds to the Federal 
Treasury. Possibly the Treasury officials 
will be interested in this viewpoint. 

The Arizona opinion went on to make 
more caustic remarks about the centrali- 
zation of government in Washington be- 
coming “an obsession of Congress.” So 
it would seem that we have another state 
commission alert to the “progress of an- 
nihilation of states’ rights” in the realm 
of regulation. It is perfectly true that 
wherever the hand of Washington has 
appeared in the state regulatory picture it 
has been more or less on the side of those 
who would curtail the powers of the state 
commissions. REA is probably the prize 
exhibit in this respect, with some of the 
Federal power projects not far behind. 


ND that brings up the recent action of 
the U. S. National Labor Relations 
Board in requiring the Pacific Gas and 
Electric Company to hold a labor union 
election. The utility company had de- 
murred on the ground that it was operat- 
ing entirely within the state of California 
and hence was not subject to the Wagner 
Act. The NLRB held otherwise. This 
is the first time, incidentally, that the 
NLRB has passed squarely on the ques- 
tion of whether local operating utilities 
are subject to the Wagner Act. It is 
quite likely that from now on we shall be 
seeing more of the NLRB in the local 
utility labor relations picture. 

And once more the states’ rights issue: 
How will all these newborn state labor 
relations boards take to this new declara- 
tion of Federal regulatory domain? Ifa 
local utility operating entirely within a 
community or a state is still interstate 
commerce under the Wagner Labor Act, 
what will there be left for the state labor 
boards to do? i 

Apparently, even state labor jurisdic- 
tion over the neighborhood movie opera- 
tors and grocery clerks is no longer safe. 
Seems like you can’t even get the boy 
next door to shovel snow off your own 


' front walk without getting mixed up in 


some way with interstate commerce. 
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Financial News 


and 
Comment 


By OWEN ELY 


Utility Bonds Little Affected 
by Stock Slump 


Wu the Dow-Jones average of 40 
rail, utility, and industrial bonds 
dropped from 106 last December to 1004 
in April, and from 102 in August to 93 
in October (now 943), the 10 utility 
bonds included in the average are still 
around 102 compared with the Decem- 
ber high of 107. The 1932 record low for 
the utility average was 67, compared with 
66 for the 40 bond average. Dow-Jones 
recently reported that “better grade util- 
ity issues continued to give a relatively 
favorable account of themselves with 
some traders reporting considerable 
switching from railroad securities into 
obligations of electric power and light 
units.” 

As might be expected with the con- 
tinued ease in money rates and substan- 
tial institutional funds seeking invest- 
ment, highest grade bonds of all types 
have been comparatively immune to the 
recent crash in values. The decline in the 
general bond averages has been largely 
due to inclusion of junior issues which 
have declined in sympathy with the stock 
market. 

Only one utility issue of importance 
has appeared in the last fortnight, the 
$13,000,000 North Boston Lighting 
Properties 34 per cent of 1947, issued at 
par. Offering of the $30,000,000 Con- 
solidated Edison 3$s and the $8,000,000 
St. Joseph Railway, Light, Heat & Power 
bonds and notes has been postponed in- 
definitely. Several of the large under- 
writing houses are reported to have a con- 
siderable amount of capital still tied up 
in the ill-fated Bethlehem Steel and Pure 
Oil issues. Whether this may definitely 
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handicap utility financing is difficult to 
determine, but it is temporarily an un- 
favorable factor. 


* 
Views of Frank R. McNinch 


U is an interesting coincidence that, 
while the Commerce Department (as 
indicated above) was calling attention to 
the financial handicaps of the electric 
power and light industry, Chairman 
Frank R. McNinch, formerly of the 
FPC and recently transferred to the 
FCC, was addressing the Investment 
Bankers Association in highly optimistic 
vein. He pointed out that electric power 
output had established a new high record 
in the twelve months ended July 3lst, 
with the net result “that this industry 
has just closed its best year in gross and 
net earnings.” He also called attention to 
the relative stability of utility earnings 
compared with industrial profits during 
the depression. 

As President Kellogg of the Edison 
Electric Institute immediately pointed 
out, Mr. McNinch was wrong regarding 
net earnings. The industry’s balances 
after interest charges for 1930, 1931, 
and 1932 were all in excess of 1936 
(figures are in millions of dollars) : 


Balance 
After Chgs. 
$625 


Gross 
Revenues 
1930 


1931 2,220 
1932 2,068 
1933 1,998 
1934 2,085 
1935 2,177 
1936 2,336 


Year 


The institute president corrected an- 
other impression : 
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Mr. McNinch claims that to the govern- 
ment should go credit for the notable in- 
crease in electric consumption in the home 
and the great reduction in the unit rate for 
electricity in the home during recent years. 
The figures do not bear this out. In the 
10-year period ending 1937, the average resi- 
dential rate has been reduced 35 per cent 
and the average use per family increased 80 
per cent, due to the inducement rates and 
rate reductions made by the electric com- 
panies during that period. Over 80 per cent 
of this marked reduction was accomplished 
before the Public Utility Act of 1935 be- 
came effective. In rate reductions the in- 
dustry led rather than followed Federal 
regulation. 


Pointing to the large refunding opera- 
tions of the utilities over the past two 
years, Mr. McNinch said “the fact that 
the power industry was able to take ad- 
vantage of the low money market to such 
a large extent as it did, indicates that Fed- 
eral regulation of the industry and its 
securities was an important factor under- 
lying the confidence of investors who pro- 
vided the means for these refunding op- 
erations at unusually low rates.” 

In his conclusion, Mr. McNinch 
stated : 


I am not unmindful that there are some 
who feel that Federal projects either now 
authorized, in process of construction, or 
completed and in operation constitute some 
sort of threat to the private power industry. 
This is said to account in part for the timid. 
ity of certain leaders in the power indus- 
try to respond to the demand for construc- 
tion of additional generating facilities to 
meet the rising requirements of consumers. 
These ill-founded fears and forebodings find 
answer in the recital of the factual history 
of a constantly rising tide of private power 
company revenue, gross and net, during the 
past few years. It sums up that the indus- 
try is experiencing unparalleled prosperity 
and that there is ahead of it an immediate 
and ever increasing demand for meeting the 
nation’s requirements of electric power. 
This is a challenge to put aside skepticism 
now discredited by facts and go forward to 
the duty and great opportunity of coneeing 
to the demand of the consuming public. 


HE following comment might be of- 
fered on the statement of Mr. Mc- 
Ninch: 
(1) While it is true that the utilities 
have done a considerable amount of re- 


funding, the job is only about two-thirds 


complete, and any further volume of 
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financing seems to have been postponed 
indefinitely by the general crash in the 
value of junior securities, to which he 
made no reference in his talk. 

(2) Very little “new money” financing 
has been accomplished to aid the vast ex- 
pansion program which would normally 
be called for by the record kilowatt hour 
output. Utility executives and their bank- 
ers are doubtless reluctant to further in- 
crease the fixed-charge burdens of the in- 
dustry, which have grown rapidly in re- 
cent years as compared with dividend dis- 
bursements. Many government officials 
have stressed the need for maintaining a 
proper ratio of bonds to stock, but the 
sale of preferred and common stocks con- 
tinues to be handicapped by investors’ 
doubts regarding the future effects of 
Federal power competition and excessive 
Federal regulation. 

(3) It is easy for Mr. McNinch to 
draw optimistic conclusions from his 
analysis of earnings trends, but he ignores 
the manifest effects of the widespread 
antiutility campaign on the security mar- 
kets. While it is true that high-grade 
bonds have held up remarkably well due 
to institutional demands for these securi- 
ties, the discouraging record of utility 
common stocks as compared with indus- 
trial and rail stocks is indicated in the ac- 
companying chart reproduced from The 
Wall Street Journal. Despite the impor- 
tant gains for the industry in recent years 
as cited by Mr. McNinch, representative 
high-grade utility stocks have been sell- 
ing at about the same price levels during 
1937 as in 1932-33 at the bottom of the 
depression. Even at present prices fol- 
lowing a drastic decline, industrial stocks 
are still selling at over three times their 
low level of 1932, and rail stocks at over 
twice the 1932 low, while utilities are only 
slightly above their 1932 bottom. This 
can mean but one thing—lack of confi- 
dence by investors in utility equities. 
Such lack of confidence may not be war- 
ranted, but it must be recognized. The 
government has the key to the situation in 
its own hands. It can do more to restore 
confidence than any other agency, by 
clarifying the future outlook. 

(4) Mr. McNinch spoke of the con- 
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structive efforts of the government to 
regulate utility finance and accounting 
and the aid and protection afforded there- 
by to investors. He did not mention the 
great burdens imposed on the industry 
through needless investigation and the 
demands on its accounting and legal staffs 
for useless or duplicate information. One 
such instance is the recent investigation 
by the FCC into the ownership and trans- 
fer of securities forming a part of the 
assets of every public utility within the 


commission’s jurisdiction. It is difficult 
to understand why, even if the FPC has 
discovered some evidence of questionable 
security transfers by one or two individ- 
ual companies, the entire industry should 
be burdened with a detailed questionnaire 
of this character. It is like keeping the 
whole class after school to punish one 
miscreant. Such requests, which impose 
heavy cost burdens and indicate lack of 
codperation, furnish one more reason for 
the present state of affairs. 


DOW-JONES STOCK AVERAGES 
MONTHLY HIGH AND LOW OF 


CLOSING AVERAGES 


INDUSTRIALS 


RAILROADS 


UTILITIES 


DAILY 
AVERAGE STOCK 


TRADING 


Reproduced from The Wall Street Journal 
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Utility Earnings Turn 
Downward 


wu all the large systems have not 
yet reported for the September 
quarter, compilation of the aggregate net 
income for Boston Edison, Common- 
wealth & Southern, Consolidated Edison, 
Consolidated Gas of Baltimore, Southern 
California Edison, and United Gas Im- 
provement gives the following results: 

First quarter, 12 per cent gain over 

last year ; 

Second quarter, 2 per cent gain over 

last year; 

Third quarter, 11 per cent decrease 

from last year ; 

Nine months, 2 per cent decrease from 

last year. 

These figures are considerably affected 
by the unfavorable showing of Consoli- 
dated Edison. A more complete tabula- 
tion, which included thirteen systems 
(published in the September 2nd Fort- 
NIGHTLY) showed a gain of 26 per cent 
for the first quarter and 17 per cent for 
the second quarter. 

The table on page 716, “Interim Earn- 
ings Statements,” gives the latest avail- 
able share earnings for the principal sys- 
tems. 

Joseph Misiora, utility analyst of Balti- 
more, has compiled a condensed income 
statement for 109 operating companies 
representing 80 per cent of the electric 
industry, summarized in the accompany- 
ing table in millions of dollars (for pe- 
riods ending twelve months). 


e 
Government Document Reveals 


Utility Finance Handicap 


NOTHER example of the ill effects of 
New Deal policies upon the utili- 
ties may be found in a brochure on “Na- 


Gross Operating Revenue 
Depreciation 

Avail. for fixed charges 
Fixed Charges 

Net Income 
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tional Income” recently issued by the U, 
S. Bureau of Foreign and Domestic Com. 
merce. Despite increased use of gas and 
electric utility services and greater gross 
revenues, dividend payments by these 
companies have lagged far behind indus. 
try in the aggregate. At the same time, in- 
terest payments on long-term debt by 
these utilities are greater than in 1929 
although for each other industrial divi- 
sion such payments have decreased ma- 
terially. The table on the next page shows 
the relative positions of gas and electric 
utilities, communications, transportation, 
and all industry in respect of such pay- 
ments. 

It is significant also to note the decline 
in securities registered during the third 
quarter of 1937, details of which were 
made available recently by the SEC. 
Whereas utility issues represented 33.5 
per cent of all security registrations that 
became effective in the third period of 
1936, they accounted for only 15.3 per 
cent in the same quarter of 1937. 


5 
Utilities Power & Light Plan 


__ progress is now reported toward 
reorganization of Utilities Power & 
Light Corporation. President Floyd Od- 
lum of Atlas Corporation has agreed to 
withdraw his opposition to the appoint- 
ment of an independent trustee, pro- 
posed by the SEC. Judge Holly some 
time ago named Willoughby G. Walling, 
but the validity of the appointment had 
been questioned by Atlas in the Circuit 
Court of Appeals. 

The new plan provides in substance 
that Utilities Power & Light Corpore- 
tion will dispose of its investments in the 
Central States Utilities Corporation and 
its subsidiaries, in the Interstate Power 
Company, the Maritime Coal, Railway 


e 


Estimated 
Dec. 31,1935 Dec. 31,1936 June 30, 1937 Dec. 31,193) 


$1,768 


$1,834 
169 174 
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and Power Company, Ltd., and the Mis- 
souri Natural Gas Company, and in all 
of its nonutility subsidiary companies and 
miscellaneous investments. 

A new company will be organized to 
acquire the remaining assets of the cor- 
poration, which will consist mainly of 
cash and its investments in the Derby 
Gas and Electric Corporation, the Illinois 
and Missouri Pipe Line Company, the 
Indianapolis Power and Light Company, 
the Laclede Gas Light Company, the Lac- 
lede Power & Light Company, the New- 
port Electric Corporation, and the Utili- 
ties Power and Light Operating Cor- 
poration. 

There will be formed two other com- 
panies, one to be known as the Central 
States Company, which will acquire utili- 
ty subsidiaries of which Utilities Power 
& Light will divest itself under the plan, 
and the other a new nonutility company, 
which will own securities of nonutility 
subsidiaries and miscellaneous invest- 
ments now held by Utilities Power & 
Light. 

The plan contemplates that about $14,- 
000,000 of the idle cash now held by 
Utilities Power & Light shall be used 
in acquiring at least $19,000,000 of about 
$50,000,000 of debentures of the cor- 
poration in the open market, and any 
part of the $14,000,000 not used in this 
manner shall be used to acquire on ten- 
der additional debentures. 


f ifm effect of the proposed plan on 
present security holders of Utilities 
Power & Light was described by the SEC 
as follows: 
All old debentures not retired are to re- 
ceive 90 per cent in new 4 per cent collateral 


trust notes and two and one-fourth shares 
of new common stock for each $100 deben- 


tures, plus all unpaid back interest in cash. 
The old preferred stock is to receive ten 
shares of the aew common stock. The old 
“A” stock is to receive one-fifth of a share 
of the new common stock. 

One 5-year warrant granting the holder 
the right to buy three-quarters of a share 
of new common stock at $5 a share for the 
first six months and $7.50 a share thereafter 
will be issued for each share of Class “B” 
stock and old common stock. Upon the ex- 
ercise of the warrants, payments for new 
common stock may be made either in cash 
or in collateral notes taken at the principal 
amount. All cash paid to the new company 
upon the exercise of the warrants is to be 
used to retire collateral notes. 


The new Central States Company will 
issue to Utilities Power & Light 1,000,- 
000 shares of $1-par value common stock 
to be offered in one block to holders of 
the debentures and to the general public, 
to be paid for either in cash or deben- 
tures. The Atlas Corporation will guar- 
antee that the stock of the Central States 
Company will be sold for not less than 
$5,000,000 of debentures or their equiva- 
lent, but will make no competitive bid 
for the stock. 

The new nonutility company likewise 
will issue to Utilities Power & Light 1,- 
000,000 shares of $1-par stock which will 
be offered for sale generally, to be paid 
for either in cash or debentures. Atlas 
will bid $5 a share of such common stock, 
payable in debentures, but agrees to sub- 
ordinate its bid to other bids of equal 
price. All cash received as a result of the 
sale of the common stocks of the Cen- 
tral States Company, and the nonutility 
company will be used\‘for retirement of 
debentures of Utilities Power & Light. 

Subject to certain conditions, it is 
claimed that the maximum capitalization 
of the successor company to Utilities 
Power & Light will be comprised of $20,- 
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TOTAL DIVIDENDS AND INTEREST PAYMENTS (ON LONG-TERM DEBT) 


Power, Gas 
1936 
Milltion$ %of 
1929 1936 1929 


739 «499 67.5 


Million $ 


344 


Payments .. 


CoMMUNICATIONS 


1929 1936 1929 
374 108.7 


360 414 115.0 69 61 
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8343 7547 90.5 
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1929 1936 
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476,000 of 4 oy cent 10-year collateral 2,477,047 shares of the common on 
notes, 2,619,252 shares of common stocks A hearing on the application will be 
of $l-par value and warrants to buy called later. 


e 


INTERIM EARNINGS STATEMENTS 
No.of End System Earnings per Share (a) 
Months of Last Previous Per CentPer Cen 

Electric & Gas Included Period Period Period Increase Decrease 

American Gas & Electric 12 Aug. 31 (b) $2. d 18% 

American Power & Light (Pfd.) .... 12 Aug. 31 20 

American Water Works 12 June 30 (c) J ; a 

Boston Edison 12 3 , ; a 7% 

Cities Service P. & L. (Pfd.) : “s 

Columbia Gas & Electric 

Commonwealth Edison 8 

Commonwealth & Southern (Pfd.) .. 12 A 

Consolidated Edison, N. Y. 12 Sept. 30 (c) 

Consolidated Gas of Baltimore Sept. 30 (c) 

Detroit Edison 12 Sept. 30 

Electric Power & Light (1st Pfd.) ... 12 Aug. 31 (b) 

Federal Light & Traction 12 June 30 (c) 

Inter. Hydro-Electric (Pfd.) June 30 (c) 

Long Island Lighting (Pfd.) Sept. 30 (c) 

Le Peer rr rrree 6 June 30 (c) 

National Power & Light Aug. 31 

Niagara Hudson Power June 30 (c) 

PIE TIE GE, oo ccc esiesesce996 12 Sept. 30 

Pacific Gas & Electric 

Public Service Corp. N. J 

Southern California Edis 12 

Standard Gas & Elec. (Pr. Pid.) .... 12 

Stone & Webster 12 

United Gas Improvement 

United Light & Power (Pfd.) 


Gas Companies 
American Light & Traction 
Brooklyn Union Gas 
Lone Star Gas 
Pacific Lighting 
Peoples Gas Light & Coke 
United Gas Corp. (1st Pfd.) 


Telephone and Telegraph 
American Tel. & Tel. (d) 
General Telephone 
Western Union Telegraph ; 2.31 4.15 


Traction, etc. 
Greyhound Corp. .......++seeeeeeee: 12 } 1.62 1.69 
Twin City Rapid Transit 9 . 0.96 1.31 


Systems outside U. S. 


Amer. & Foreign Power (Pfd.) 12 7.41 4.01 85 
International Tel. & Tel. (e) 6 0.67 0.26 158 


(a) On common stock, unless otherwise indicated following name of company; in some 
cases, Federal surtax not deducted. 

(b) Report also published for month ending same period. 

(c) Report also published for quarter ending same period. 

(d) Parent company only. The consolidated statement for twelve months ended August 
31st showed $10.46, against $8.86 last year. 

(e) Excludes Spanish subsidiaries and Postal Tel. & Tel. Co. 
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What Others Think 





Death Begins in January 


HE death sentence for public utility 

holding companies becomes effec- 
tive in only a few weeks—January 1, 
1938, to be exact. Thereafter, unless 
the courts interfere, the existence of our 
interstate holding groups will be at the 
discretion of a Federal bureau. The 
Public Utility Holding Company Act of 
1935 requires that the SEC, all of whose 
members are appointed by the President, 
(there being two vacancies at this 
writing) “shall examine the corporate 
structure of every registered holding 
company and subsidiary company there- 
of” to determine the extent to which 
such corporate structures may be sim- 
plified, unnecessary complexities therein 
eliminated, voting power fairly and 
equitably distributed among the security 
holders, and “the properties and busi- 
ness thereof confined to those necessary 
or appropriate to the operations of an 
integrated public utility system.” 

More specifically, the act directs that 
the commission shall “require by order, 
after notice and opportunity for hear- 
ing, that each registered holding com- 
pany, and each subsidiary company 
thereof, shall take such action as the 
commission shall find necessary to limit 
the operations of the holding company 
system .. . to a single integrated public 
utility system.” 

The specific allowable exemptions are 
probably familiar enough to Forrt- 
NIGHTLY readers. Generally speaking, 
the SEC may allow a registered com- 
pany to control one or more integrated 
systems if geographic location and 
managerial set-up permit them to be 
operated independently in the public 
interest. Ernest R. Abrams, writing in 
the Financial Chronicle some weeks 
ago, made an interesting analysis of the 
Perplexities surrounding an intelligent 


limitation of the size of an integrated 
public utility system in this modern day 
and age when 60,000-volt transmission 
lines physically connect major generat- 
ing stations from New Hampshire to 
Minnesota, from Michigan to Alabama, 
from Vermont to Florida, and from 
Montana to Washington to southern 
California. Concerning the apparent 
difficulties, Mr. Abrams says: 


Imagine the problems presented by this 
definition in the state of Texas alone, where 
19 operating companies associated with 9 
holding company systems and one unasso- 
ciated operating company serve an area 213 
times that of Rhode Island and exceedin 
by nearly 16,000 square miles the combine 
areas of Maine, New Hampshire, Vermont, 
Massachusetts, Connecticut, Rhode Island, 
New York, New Jersey, Pennsylvania, Dela- 
ware, Maryland, Virginia, and West Vir- 
ginia. Almost without exception, each of 
these 20 operating electric utilities is 
physically connected with one or more of 
the others and, should an emergency arise, 
electric energy could be relayed from one 
corner of the state to the other, a distance 
equivalent to that from St. Louis to Balti- 
more or from Chicago to New Orleans. 
Yet such a transmission of energy would be 
wholly intrastate. Furthermore, eight of 
these Texas electric utilities render service 
in adjoining states, and another renders 
service in a contiguous foreign country, 
while at least four additional are physically 
connected with nonassociated electric utili- 
ties in adjoining states. 

As the act apparently recognizes, state 
boundaries do not necessarily mark the out- 
lines of economically integrated areas, and 
the problems of effective regulation for both 
the public and the utility are at once com- 
plicated when service is rendered in two or 
more states by a single operating company. 
Accordingly, the commission should recog- 
nize that any attempt to lay the maps on the 
table and establish the geographical limits 
of an integrated public utility system from 
the location of its service area or its 
proximity to the service areas of other 
operating utilities alone would largely re- 
sult in confusion and inefficiency to the 
utilities and consumers alike. 
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M* Abrams goes on to discuss the 
problems of applying the act to 
specific holding or investment groups, 
including Commonwealth & Southern, 
North American Company (which has 
since tentatively worked out its own 
solution in codperation with the SEC), 
and American Power & Light, and raises 
the following question: 


Will our major holding companies 
eventually be forced to confine their equity 
holdings to one or two or three states and 
dispose of ownerships of those operating 
subsidiaries which lie outside their bound- 
aries? The problems which such a program 
of wholesale property realignments would 
present are appalling, not only to utility 
operations but to those with intimate ex- 
perience in the readjustment of capital 
structures. 

Should the commission arbitrarily place 
a limit on the number of integrated public 
utility systems which any interstate hold- 
ing company might retain, two general 
courses of action would be open to them: 
they could first endeavor to swap proper- 
ties among themselves to the end that each 
of their ownerships might be confined to a 
few states, and, when the shifting of oper- 
ating properties had been carried as far as 
possible, they could sell those operating 
subsidiaries which failed to fit into their 
own or other holding company patterns to 
any buyers who might legally acquire them. 

Both of these courses of action are 
fraught with major difficulties. Most of the 
major holding companies have funded debts, 
at least one class of preferred stock, and 
common stock in the hands of the public, 
and the millennium would certainly have 
arrived if all of the security holders of any 
holding company were to agree that any 
property swaps which the management 
might propose were to their adventage. 
More likely, a substantial minority of each 
class of security holders would protest vio- 
lently that their interests were being ad- 
versely affected and committees would 
quickly be formed for their protection. 
Multiply this situation fiftyfold and some 
idea of the confused conditions incident to 
wholesale property realignments may be 
gained. This enormous readjustment of 
ownerships with the conflict between in- 
terests it would provoke would be consump- 
tive of both time and money, since not only 
do the utility regulatory bodies of most 
states have control over and must approve 
the financial operations of the electric utili- 
ties under their jurisdiction, but the ap- 
proval of the Federal Power Commission 


must be secured of all financial operations: 


of interstate electric utilities and the Securi- 
ties and Exchange Commission must ap- 
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prove such operations of both interstate and 
intrastate operating and holding companies 
in the electric power and light field. It js 
by no means uncertain that the latter com- 
mission had this probable situation in mind 
when it recently sponsored legislation which 
would secure to it wide control over reor- 
ganizations, proxy solicitations, and protec. 
tive committees. 


Te difficulties and delays inherent 
in even simple corporate dissolution 
under existing law are too well known 
to require much argument. Mr. Abrams 
selected the official breaking up of the 
Reading Company (a railroad holding 
group) as a prize exhibit and hints that 
reorganization under the Holding Com- 
pany Act may be more complicated: 


A wholly different set of problems would 
be presented in the sale of those untraded 
operating subsidiaries which any holding 
company was denied permission to retain 
and which failed to fit into the pattern of 
some holding company with the funds 
necessary to a cash purchase. Due in no 
small part to the antagonistic attitude of 
the Federal government toward both hold- 
ing companies and operating electric utili- 
ties, to the unfair competitive tactics of 
its wholly controlled Tennessee Valley 
Authority, to the fear that these tactics 
will be extended to other power projects 
soon to be placed in operation, and to the 
threatened creation of flood-navigation- 
power projects of the TVA type in all 
sections of the country as advocated by 
certain influential legislators, the equities 
of electric utility companies are no longer 
attractive to investors or business men, 
and a paucity of legal buyers would doubt- 
less exist for those properties whose equity 
securities could no longer be retained in 
holding company portfolios. 

Proposals for the purchase of certain of 
these equities would probably be made at 
reasonable prices, but a large majority of 
the proposals for most of the equities 
would doubtless be advanced by sharp- 
shooters in an attempt to “steal” the prop- 
erties at distressed prices. Under these 
conditions substantial losses to their pres- 
ent owners would appear a certain result. 
This probable paucity of legal buyers for 
“orphaned” properties is in no small way 
responsible for the growing belief in utility 
circles that the sponsors of the act anticl- 
pated this very condition and that, in all 
probability, a publicly financed holding 
company will be formed to acquire these 
“orphaned” operating companies at pawn- 
broker’s prices and convert them into pub- 
lic operations. Recent events would 
to support this belief. 
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The Montana Record-Herald 
HOW THE BUDGET WILL BE BALANCED, IF IT IS 


Mr. Abrams concludes that, notwith- Because he was recently given the 
standing the “economic monstrosity” of post of supervising utility analyst of 
the death sentence, the important point the SEC’s public utility division, and 
today is that the interstate public utility hence will have much to do with the 
holding company will, after New Year’s enforcement of the “death sentence,” 
Day, exist at the discretion of a Federal an article on the subject written last 
bureau with the investments of thou- May for The Annalist by Leslie T. 
sands upon thousands in the palm of its Fournier has renewed interest for those 
and—assuming, of course, that the who are concerned with the matter. Mr. 
courts will not interfere. Fournier was at that time assistant 
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professor of economics at Princeton 
University, and may also be recalled by 
FoRTNIGHTLY readers for his work as 
economic consultant with the New 
Jersey Board of Public Utility Com- 
missioners. 


A" describing the provisions of the 
death sentence, Mr. Fournier gave 
this opinion as to its general purpose: 


The intended effect of this provision is 
to require holding companies which control 
scattered operating properties to confine 
their respective spheres of influence to one, 
or at the most two, regional areas. Since 
many of the holding companies control 
operating systems in many states, they are 
faced with the necessity under this law 
of rearranging or reducing their holdings 
in operating companies or of becoming 
simply investment companies with respect 
to some of their present operating sub- 
sidiaries by making legal arrangements to 
eliminate their control. 

What was the purpose of a requirement 
of this sort? The major reason was the 
desire to diminish concentration of control 
on the ground that it has gone beyond the 
point of economic justification, Proponents 
of the act, including President Roosevelt, 
asserted that there were several actual or 
potential dangers in allowing this condition 
to continue. First, they objected to the eco- 
nomic and financial power of centralized 
control over the business patronage of 
these utility industries on the ground that 
it tends to create a closed economic system, 
adversely affecting the interests of inde- 
pendent businesses. Second, they main- 
tained that the size and power of the great 
utility holding companies must be broken 
down before they can be regulated success- 
fully. A third objection, directed particu- 
larly at the centralized control of far-flung 
operating systems, was the charge that ab- 
sentee management was inimical to the 
public interest. Finally, the holding com- 
pany with scattered subsidiaries was op- 
posed on the ground that it impedes the 
movement toward a more economic group- 
ing of local operating properties. 


Mr. Fournier concedes there is room 
for different opinions on the advisability 
of splitting up holding companies along 
geographical lines, notwithstanding 
operating advantages which might 
accrue to a unified controlling system. 
But he believes that the period of great- 
est public advant. 
merger of scatter 
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properties has per- 


e from widespread 


haps passed its pinnacle. He adds, how- 
ever, that more liberal statutory dis- 
cretion might be allowed: 


Some of the holding companies, how- 
ever, have small local subsidiaries in yari- 
ous parts of the country which cannot yet 
be physically interconnected with other 

roperties. From an economic standpoint, 
it clearly would not be advisable to require 
the severance of such small properties 
from the control and support of a regu- 
lated holding company which is compe- 
tently managed. Yet this might be neces- 
sary under the present terms of the simplifi- 
cation requirement. To that extent the pro- 
vision seems to unnecessarily extreme 
and it should be liberalized by giving the 
commission broader authority to grant 
temporary exemptions from .dismember- 
ment. 


ONCERNING probable enforcement of 
the death sentence, Mr. Fournier 
states: 


If the legality of the requirement is up- 
held, a reasonable expectation is that the 
commission will allow each system ample 
opportunity to work out the details of a 
voluntary plan of compliance. 

In this connection it may be noted that 
the commission is directed to resort to com- 
pulsion only as soon as practicable after 
Jan. 1, 1938. This qualification gives the 
commission broad discretion, which, hav- 
ing regard for the high calibre of the com- 
mission and its intimate knowledge of 
securities, should provide adequate safe- 
guards for investors. Moreover, since it 
will be immeasurably easier to dismember 
most of the holding companies on a volun- 
tary basis than by compulsion, it is ex- 
tremely unlikely that the commission will 
attempt to force a reorganization plan of 
its own upon any holding company system 
which is seriously endeavoring to work out 
the details of a voluntary plan. But what 
is more important, does it not seem absurd 
to believe that the Securities and Exchange 
Commission, which was created to protect 
the interests of investors, will sanction or 
require any plan of simplification that is 
likely to sacrifice the value of holding 
company securities? To be sure, the in- 
vestor cannot and should not be protected 
against losses from a decline of values 
which has already been incurred because 
holding companies acquired operating 
company securities at inflated values or 
wrote them up in anticipation of excessive 
earnings from dividends or profit-yielding 
service charges, no longer possible under 
effective regulation. Such losses must be 
charged to mistaken policies of the past, 
not to readjustments of the present or 
future. 
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Mr. Fournier lists four methods of 
compliance with the death sentence: 
(1) Exchange of securities; (2) crea- 
tion of new holding companies; (3) 
distribution of various investments to 
existing security holders; (4) conver- 
sion to an investment company. 


r. Fournier concludes that since 
M such a preponderant part of the 
electric utility industry is represented by 
a relatively small group of companies, 
each of which is large enough to stand 
on its own feet financially, the holding 
company’s function of supplying equity 
capital to the operating industry no 
longer has the same significance as 
formerly. He further adds that for this 
reason the natural evolution of the util- 
ity holding company should tend toward 
a gradual diminution of its functional 


relationships with its operating subsidi- 
aries, until finally it has been trans- 
formed from a management concern to 
little more than an investment company. 
In furtherance of this transitional stage, 
Mr. Fournier says it would-be a dis- 
tinctly economic and forward develop- 
ment for the major holding companies 
to allow the general public to purchase 
part of the outstanding common stocks 
of their stronger operating subsidiaries 
or such additional shares as may be 
issued in the future. 


—F. X. W. 


DeatH Becins In JANuaARY. By Ernest R. 
Abrams. Financial Chronicle. June 5, 1937. 


CoNSTRUCTIVE PURPOSES OF THE “DEATH SEN- 
TENCE” IN THE Utizity Act or 1935. B 
— T. Fournier. The Annalist. May 7, 





Has Testimony on 


the “Seven TVA’s” 


Been Censored? 


HEN the special session of the 

Congress gets around to consider- 
ing some version of the “seven TVA” 
bill (or “regional planning” bill, as the 
President would prefer to have it 
called), it is quite likely that some at- 
tempt will be made to dig out of the 
administration’s closets the report which 
the Army Engineers are reported to 
have made on such proposed legislation. 
If so, some credit (or blame, as you 
will) for such congressional curiosity 
might be accorded Paul Mallon, well- 
known Washington political columnist 
whose gossipy storiés are widely re- 
leased in the daily press through King 
Features Syndicate. 

The Government Printing Office at 
Washington is often quite tardy in pub- 
lishing various transcripts of committee 
hearings. This is quite understandable 
because when Congress is in session the 
Public Printer’s work piles up some- 
times to formidable proportions. The 
House Rivers and Harbors Committee 
hearings on the seven TVA bills intro- 
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duced at the last session finally appeared 
in print only a few weeks ago, and most 
newspaper men either glanced through 
the volume in a perfunctory fashion or 
ignored it entirely. 

Not so Mr. Mallon, who was look- 
ing for something special. The fact that 
he couldn’t find it and that the report 
seemed to be given over principally to a 
somewhat tiresome “interpreted” recit- 
al of electric rate comparisons published 
months and months ago by the Federal 
Power Commission, failed to satisfy the 
inquisitive Mr. Mallon who said of the 
report: “What it said makes dull read- 
ing, but what it did not say may make 
a celebrated incident.” 

Specifically, Mr. Mallon missed any 
mention of a report by the Army En- 
gineers. Ordinarily these nonpolitical 
experts on navigable streams would be 
the first to speak and he sensed that 
“their speechlessness was not self-im- 
posed.” But let Mr. Mallon tell the 
story: 

The House committee called on all the 
NOV. 25, 1937 
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interested government departments for 
views regarding the legislation. Some pe- 
culiar answers were received. Attorney 
General Cummings said he preferred not 
to offer any suggestions regarding legis- 
lative policy. Labor Secretary Perkins 
said frankly she knew nothing about it. 
The Treasury saw fit to mention that its 
views had “been cleared through the Budget 
Bureau.” 

What the Budget Bureau had to do with it 
was not clear to Representatives until they 
obtained a. copy of an Executive Order is- 
sued by President Roosevelt nearly two 
years ago (December 21, 1935). 

Apparently few ever heard of it before, 
but this presidential order specifically says 
all government officials must let the Budget 
Bureau pass on anything they tell Con- 
gress, whether about the weather, the 
World Series, or little TVA’s. 

The purpose of this restriction is hinted 
by the order which adds that any report 
to Congress “shall include a statement as 
to whether the proposed legislation is or is 
not in accord with the program of the 
President.” 

In those words apparently lies the hook 
on which the Army Engineers’ views were 
snagged. They happened to be against the 
President’s program. 

Someone on the inside who saw the lost 
report of the Engineers before it was lost, 
say it made strong objections to the Pres- 
ident’s idea. 

The main objection was that the creation 
of seven regional TVA’s would create 
seven different regional policies. It would 
destroy the national standard and create 
seven new standards, the Engineers thought. 
The national policy had been in their hands 
since 1824, and never had the breath of 
scandal touched it, except once, and then 
it was immediately stifled by a term in 
Leavenworth for the officer involved. 

This report was prepared, sent to the 
Budget Bureau, but never reached Con- 
gress. 


ow so far we have no definite 

proof of this, but it makes a cir- 
cumstantial story — sufficiently so, it 
would seem, to make certain members 
of Congress run down the question of 
whether the Budget Bureau has been 
the unofficial censor of official litera- 
ture displeasing to the administration. 
Doubtless, some type of restraint is to 
be expected to prevent irresponsible un- 
derlings from going off half-cocked 


every time they fall out with their su-— 


periors. 
But if a 2-year-old Executive Order 


is being used to keep from Congress 
itself a report of the Army Engineers 
(surely a responsible and respected 
body), the situation might well deserve 
some congressional inquiry. 

The Wall Street Journal published, 
a few days after Mr. Mallon’s article 
appeared, a Washington dispatch along 
the same lines which contained what 
purported to be a quotation from a let- 
ter from the Budget Bureau of the 
Army board: 

The Director of the Budget has no ob- 
jection to the presentation to the committee 
of such a report as would not be incon- 


sistent with the President’s message of 
June 3, 1937. 


Commenting editorially on this, the 
Journal stated : 


If we did not know that it can’t happen 
here we might suppose that it was happen- 
ing here—or had already happened here, 
now that the Budget Bureau can order 
Army Engineers to revise their profes- 
sional opinions and determine what mental 
pabulum the committees of Congress shall 
feed upon. But, no doubt, all that has 
really happened is that someone in the 
Budget Bureau, in an unguarded moment, 
carelessly used language which reveals an 
inward Bureau attitude never intended for 
public exhibition. 

Since it can’t happen here, this incident 
must be dismissed as a mere blazing indis- 
cretion, even though to do so leaves one 
wondering just why the Budget Bureau 
should have the authority to rifle a House 
committee’s mail and teach engineering to 
the Board of Army Engineers. 


E that as it may, it will be recalled 

that last spring the Army Engi- 
neers were reported to be first in favor 
of the New England flood control com- 
pact and then opposed to it after the 
President and the Federal Power Com- 
mission had decided that such a compact, 
if approved, might surrender possible 
Federal rights over water-power sites 
on the Connecticut and Merrimac riv- 
ers. Evidently, somebody is trying to 
teach engineering to the Army Engi- 


neers. 
—E. S. B. 


NEws BEHIND THE News. By Paul Mallon. 
The Washington Times. October 13, 1937. 
Can’t Happen Here, You Know. Editorial. 
The Wall Strcet Journal. October 16, 1937. 
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WHAT OTHERS THINK 


Open Season for Pointing with Pride 


t happened last September, but the 
penn of the Grand river dam 
jubilee held in Vinita, Okla., as written 
by Charles Bowes in The Daily Okla- 
homan, ought to be worth some notice 
even at this late date. The reason? 
Simply because the penetrating humor 
of the Oklahoman reporter was respon- 
sible for a spritely account of the awk- 
ward way some of our statesmen are 
butting into each other in the process 
of taking bows for their actual or al- 
leged skill in tapping the public pork 
barrel. 

The jubilee celebration at Vinita was 
turned into a contest, according to 
Mr. Bowes, over who was to get the 
credit for the $20,000,000 PWA project 
which was given President Roosevelt’s 
approval late last summer. Chief among 
the contestants were Wesley Disney, 
first district congressman, Governor 
Marland, and U. S. Senator Elmer 
Thomas. Since all three are reported to 
be considering running next year for 
the Senate seat now held by Thomas, 
the principal credit for the $20,000,000 
flood control, irrigation, and power 
project is perhaps no mean political 
feather for the cap of the candidate 
lucky enough to grab it. 

This political undercurrent, while 
dominating the official program, was 
merely incidental, contended Mr. 
Bowes, to the genuine expression of 
happiness and appreciation by the thou- 
sands who gathered from all parts of 
northwestern Oklahoma and neighbor- 
ing strips of Kansas, Missouri, and 
Arkansas to celebrate the flow of 
Federal tax funds into the Grand river 
valley. But here is Mr. Bowes’ account 
of the modest speeches made by the 
good public servants from that neigh- 
borhood : 


It was 3 p. M. before the parade and the 
onlookers converged on the courthouse 
Square and Francis Goodpaster, state repre- 
sentative, introduced the speakers. 

First was Governor Marland. He traced 
the events leading up to the final approval 
of the project and allocation of funds. 
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His emphasis was placed on the Grand 
river dam authority, created by the state 
legislature in 1935 as the official sponsoring 
agency for the project. 

“In this,” he said, “I was glad to play my 
part. All that remained to done was to 
get the final authorization of funds from 
the government.” 

The authority consists of nine men, ap- 
pointed three each, by Governor Marland, 
W. A. Pat Murphy, commissioner of labor, 
and Mac Q. Williamson, attorney general. 
It is to this authority that President Roose- 
velt approved a Public Works Administra- 
tion loan and grant of $20,000,000. The au- 
thority, uided by the PWA, is responsible 
for building and operating the dam, which 
is supposed to be self-liquidating. 

Next was Senator Thomas. 

“Remember this,” he thundered, “the 
Grand river dam is due to the New Deal and 
to President Roosevelt and to those who 
supported him in Congress.” He elaborated 
the point by explaining that the Grand river 
project is just one in a broad plan for flood 
control and conservation. 

Then came Congressman Disney. 

“I’m not so sure that Governor Marland: 
or Senator Thomas had so much to do with 
getting this project,” he said, jutting out 
his chin. 

“No, I’m not trying to be sarcastic or 
funny. If you want to see the reason for the 
Grand river dam’s going through, he is 
standing right here in front of you. 

“T’ve been working on this project for 
years, most of the time a lone fight. This is 
the first time I’ve ever been happy at a 
— river meeting. Usually I’ve been 
mad. 

“I’m proud of the project, and I don’t 
mind telling you so, because I got it.” 

Striking directly at Senator Thomas, he 
said, “Why, we would have had the dam 
two years ago, if the Senate had passed the 
authorization, which I had put through the 
House twice.” 

Then turning on Governor Marland, he 
asserted that “graft and corruption is rife 
in our state,” and warned, “this state au- 
thority which controls the project had bet- 
ter keep its nose clean.” 


Wis these shrinking violet tactics 
are by no means confined to Okla- 
homa. The same thing in some degree 
is going on all over the country—wher- 
ever the public funds of the nation have 
been poured out for “priming the pump” 
through local improvements. For ex- 
ample, right in New York city where 
affluent citizens are wont to complain 
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PROUD FATHER PASSES THE CIGARS 


about the indiscriminate dissipation of 
their tax contributions by the Federal 
government for the use of the hinter- 
lands, the same act was played on 
Columbus Day by local politicians, in- 
cluding Mayor fs Guardia, then en- 


gaged in his recently ‘successful cam-. 


paign for reélection. The New York 


Times account of the opening of the 
new West Side Express Highway fol- 
lows: 

A temporary traffic jam marked the 
inauguration of the West Side Express 
Highway on October 12th. Several people 
got into a tangle on how much of the credit 

longed to whom for the new highway and 
the whole West Side improvement scheme. 
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WHAT OTHERS THINK 


Mayor La Guardia was inclined to think 
he had something to do with the project. 
Mr. Lyons of the Bronx thought most of 
the credit belonged to the Federal govern- 
ment, and some of it should go to the state 
of New York. When it came to distributing 
local bouquets his own northern borough 
should not be overlooked. 

This is the open season for pointing with 
pride and citing the record. So we must not 
be surprised if there are rival claims about 
the West Side improvement, the housing im- 
provement, the city finances improvement, 
and other improvements, betterments, and 
ameliorations. We can say of such a big 
success as the West Side project that there 
is plenty of credit to go round, and every- 
body deserves to be elected or reélected, 
except Robert Moses, who does his best 
work as an appointed official. 


ND somebody some day might be con- 
A strained to say a few words on 
behalf of the quiet little man who never 
makes any speeches or takes any bows 
—who only pays the freight for every- 
thing, whether it is for the milling mil- 


lions of Manhattan or the arid plains of 
the dust bowl—the taxpayer. As the 
Times goes on to say: 


Naturally, this is not said in derogation 
of the work done by New York's civic 
leaders and municipal officials. But we live 
in an age which sees too many supermen 
come forward to claim the credit for great 
public achievements. They overlook the 
people’s activities which pay for these 
achievements. They forget the extraordinary 
sacrifices and recuperative powers of the 
plain people which often pay for the super- 
man’s mistakes. 

Around election time in a democracy one 
cannot be angry when rival candidates slap 
themselves a bit on the chest and say, No, 
we are the people! But it is quite in order 
for New York’s anonymous seven millions 
to do a little complacent arm-chair chest- 
slapping of their own and recall that in the 
last analysis it is they who are the people. 


Well, that’s small enough comfort 
for a tribe whose name is legion. Any- 
way, it’s about all they can do about it. 

—M. M. 





Will the Labor Unions Ever Think about Taxes? 


Ts is one aspect of the coalition 
of labor forces in political action 
with the liberal promoters for govern- 
ment spending for public works that 
seems somewhat inconsistent, although 
it gets rare notice or mention. That is 
the cold hard economic truth that the 
more government spending we have, the 
more taxes industry must bear and the 
less industrial income there will be 
available for increased wages. Pushed 
to the extreme but logical conclusion, this 
race between the labor unions and the 
tax collector for the same dollar of in- 
dustrial earning will inevitably result in 
high prices which not only slow down 
the volume of public buying (even in 
some cases to the extent of decreasing 
gross revenue), but add to the burden 
of living costs which the laboring groups 
themselves must bear. 

Recent figures on the earnings of gas 
and electric utility employees in New 
York city furnish an interesting case 
study of this conflict of interest between 
the regularly employed laboring man 
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and the agitation for more government 
spending. The average employee of 
Consolidated Edison System received 
$1,870 in wages in 1936, while the sys- 
tem’s operating and nonoperating taxes 
averaged $1,057 an employee, according 
to Ralph H. Tapscott, president of the 
Consolidated Edison Company of New 
York, in an article in the recent issue 
of the company’s employee magazine, 
“Around the System.” 


‘ToS is the second of a series of 
articles Mr. Tapscott is writing dis- 
cussing the company’s activities in 
terms of the average employee. In the 
first article Mr. Tapscott showed that 
it took about $30,000 to set each em- 
ployee in a job and to keep him work- 
ing. Mr. Tapscott’s article states: 

In 1936 Consolidated Edison and affil- 
iated companies took in $235,214,134.12 
from sales of gas, electricity, and steam 
and from miscellaneous operating and non- 
operating revenues. That amounted to 
$5,475 per average employee on the payrolls 
of the system during that year. 
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Last year the average employee received 
$1,870 in wages, of which $1,587 an em- 
ployee was applicable to operations and 
$283 an employee was applicable to fixed 
capital. Operating and nonoperating taxes 
averaged $1,057 an employee. Other op- 
erating expenses, including materials and 
supplies used, came to $1,036 apiece. All 
these operating expenses, plus a sum 
charged to operating expenses to provide 
for property retired from service, amounted 
to $4,129 for each of us on the pay- 
rolls. Moreover bondholders and others 
had to be paid hire for their money and 
stockholders had to be paid for their money 
invested in the business. Interest amounted 
to $461 for each employee. Payments to 
the owners of 2,099,249 shares of pre- 
ferred stock of Consolidated Edison and 
preferred stocks of affiliated companies 
held by the public averaged $259 an em- 
ployee. There remained for the owners of 
11,471,527 shares of the common stock of 
Consolidated Edison held by the public and 
the owners of minority holdings of common 
stocks of affiliated companies, the sum of 
$626 in terms of the average employee. 
Part of this was paid in dividends and 
part reinvested in the business, 

Our business, like any other, works for 
three interests—customers, employees, and 
investors or owners. The problem of run- 
ning a business is to keep a fair balance 


among these interests. We make our rates 
as low as we can, but if rates are cut too 
much, the business goes off balance. We 
as employees are entitled to wages at least as 
high as other businesses pay for similar 
work. But wages, too, have to be kept in 
balance with receipts and other expendi- 
tures. Investors want fair wages for their 
money also, otherwise there will be no new 
money coming into the business to build 
the necessary new generators, distribution 
lines, and other service facilities. Income 
and outgo have to be kept in proportion 
with a little margin stored up against bad 
times. 


It is such short and simple studies 
that make observers wonder if sooner 
or later the more astute labor leaders 
will begin to reason something like this: 
Unless organized labor shifts its politi- 
cal support away from the public spend- 
ers and tax eaters who have been plun- 
dering the financial cupboards of Ameri- 
can industry, it may wake up some fine 
day and find itself in Mother Hubbard's 


dog house. 
—F. X. W. 


WHERE THE Money Goes. By Ralph H. 
Tapscott. Around the System. July, 1937, 





Thumb-nail Essay on 


As courts do not always decide questions ac- 
cording to our way of thinking, it is customary 
to say that they make mistakes. 

The critics condemn these so-called errors 
while the friends of the court excuse them on 
the ground that the judges are human. 

Everybody, however, appears to agree, for 
one reason or another, that the courts do fall 
into error. Based on the grand law of averages 
and what we know about the weaknesses and 
frailties of our neighbors, this is probably true. 


* * 


But how are we ever to know whether any 
particular decision of a court of last resort was 
a mistake? For every person who thinks the 
decision wrong there is another who believes 
it to be right. 

How then can we say positively that the 
court blundered? We cannot of course be cer- 
tain because there is no superhuman infallible 
tribunal to which the question can be referred. 

Nor can we be sure, on divided decisions of 


Mistakes of the Courts 


the courts, that the majority view is always in- 
correct. It is a little more convincing, no doubt, 
to have even one judge on our side, but that 
does not demonstrate that the rest of the court 
was at fault. Besides, the majority of the 
judges sometimes agree with us. So we cannot 
say that the opinions of the minority are al- 
ways sound. 
* x 

When does the majority and when does the 
minority of the court make a mistake? Mani- 
festly when the opinion of either the majority 
or the minority is not in harmony with our 
own, 

So even if we assert that courts make mis- 
takes this means little, because we can never 
know for certain just when they have been 
guilty of those errors. We may think they have 
gone wrong, in specific cases, but may we our- 
selves — instead of the courts — not have 
slipped ? 

After all, if we are frank, we must admit 
that we, as well as the judges, are human. 
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The March of Events 





Utilities Consider President’s 
“Peace” Offer 


uBLic utility officials on November 10th 
P said they regarded President Roosevelt’s 
proposal for rate reforms as a hopeful augury 
of a truce in the 5-year conflict between the 
Federal government and privately owned 
power companies. : en 

In power circles the President’s utility 
comment, made on November 9th at his press 
conference, was seen as a “conciliatory” ges- 
ture of more than ordinary significance be- 
cause it was made after considerable recent 
friendly conversation between representatives 
of the power companies and officials in 
Washington. 

Most comment for publication was cautious 
but friendly. The statement of Floyd 
Carlisle, chairman of the board of Consoli- 
dated Edison Company and Niagara Hudson 
Power Company, was fairly typical. He said: 

“The utilities companies with which I am 
identified will welcome an opportunity to ex- 
plore and consider practical steps to remedy 
the serious condition with which utility enter- 
prises are concerned.” 

In less formal comment, however, im- 
portant figures in the industry were skeptical 
of its ability to accept unreservedly the Pres- 
ident’s formula for setting up new rate bases. 

The President suggested the power com- 
panies radically alter their methods of de- 
termining value of properties as an approach 
toa new system of rate making which would 
give consumers lower service charges than 
they are now paying. 

Some power men declared the President’s 

implied approval of the so-called “prudent 
investment” principle as a primary factor in 
rate making was an interesting opinion, but 
held it conveyed no hint of how broadly the 
government would apply it and by what 
measurements. 
_ Rate experts pointed out the Supreme Court 
in many decisions in the last ten years had 
upheld the prudent investment principle, but 
the decisions also held that such factors as 
original cost, reproduction cost, depreciated 
value and development of the business were 
likewise to be considered in determining fair 
rates. Some utility men contended “prudent and 
reasonable” values are nebulous terms. 

Power men pointed out that the utility in- 
dustry’s investment rose from around $4,000,- 
000,000 to $13,000,000,000 in the nineteen- 
twenties. There was new plant construction 
and absorption of smaller companies by larger 


units. They thought it was difficult to deter- 
mine whether some of this spending was 
legally “prudent.” 

While utility executives expressed them- 
selves as hopeful of progress toward peace 
with the government under the President’s 
friendly gesture, they reminded that the con- 
flict still continued on a wide legal front. 

A legal situation, which, because of its 
bearing on the President’s remarks on rates, 
has taken on new importance for utility cir- 
cles, is the Pacific Gas and Electric Com- 
pany’s appealed rate case now pending before 
the Supreme Court. In this the company 
seeks to enjoin the California Railroad Com- 
mission from enforcing a reduction in rates 
in connection with a downward revision of 
its valuation. 


Government Wins in Holding 
Act Case 


| a decision which was expected to be ap- 
pealed to the U. S. Supreme Court, three 
judges of the Federal Circuit Court of Ap- 
peals on November 8th unanimously upheld 
Federal Judge Julian W. Mack in the latter’s 


ruling against the Electric Bond and Share 
Company’s attempt to test the validity of the 
Public Utility Holding Company Act. 

The court upheld Judge Mack’s order re- 
straining the company from using the mails 
or other means of interstate commerce until 
it, and its affiliates, register with the Securi- 
ties and Exchange Commission in compliance 
with §§4 and 5 of the act. Judge Martin T. 
Manton wrote the opinion, which was signed 
by Judge Thomas W. Swan. 

Judge Learned Hand concurred in the re- 
sult, though in a separate opinion he said 
it seemed to him doubtful whether §§4 and 5 
could stand alone if all the rest of the statute 
was stripped away. Judge Mack had held 
that the two sections would stand alone with- 
out any other part of the act. 

William O. Douglas, chairman of the Se- 
curities and Exchange Commission, exhibited 
a genial attitude toward utility corporations 
at a press conference called on the occasion 
of the commission’s victory. He said: 

“We have not administered the act in any 
spirit of antipathy or prejudice, nor do we in- 
tend to do so, and I think I can say for all of 
my colleagues that we do not harbor resent- 
ment or grudges and, furthermore, that we 
are not out looking for scalps.” 

He strongly intimated that the SEC could 
not be blamed for the failure of utility com- 
panies to expend large sums for expansion. 


727 NOV. 25, 1937 





PUBLIC UTILITIES FORTNIGHTLY 


Chairman Douglas added that the SEC was 
not blaming utility companies for litigating 
validity of the Federal act. 


FPC Plans Extended Control 


T= Federal Power Commission, it was 
learned early this month, is considering a 
4-point legislative program to strengthen gov- 
ernmental control of utilities. When Congress 
meets in regular session next January, the 
commission expects to suggest legislation 
which it believes is needed to regulate inter- 
state utilities. Operation of the Federal 
Power Act for two years has developed what 
some of the commissioners consider serious 
defects. They will ask Congress to remedy 
these. The defects are: 

1. There is nothing in the act preventing 
electric utilities from abandoning service be- 
fore obtaining consent of the commission. A 
number of companies, one commissioner re- 
vealed, cut off their interstate service the day 
before the power act went into effect. This 
effectively “removed” them from jurisdic- 
tion of the Federal regulatory body. 

2. The language of the act is confusing in 
regard to control over mergers and sales of 
properties. The question has arisen as to 
whether the sale of a nearly completed plant 
or line, but which is not yet in actual service, 
is an actual transfer of facilities and subject 
to regulation. 

3. Control by the Securities and Exchange 
Commission over management or “holding” 
companies and the fees they may charge op- 
erating companies is considered a serious de- 
fect in the power act. All other operations of 
the operating companies are subject to power 
commission regulation. 

4. Regulation of transfer and sale of se- 
curities and other liquid assets. The commis- 
sion recently ordered all utilities under its 
jurisdiction to cease transferring, selling, or 
pledging securities without the commission’s 
consent. The order stated that such transfers 
had been reported, and a subsequent order 
required all utilities to report such transfers 
within the last year. 


Chamber Polled on 7-Regional 
Bill 

HE Chamber of Commerce of the United 

States on November 2nd announced that 

it was conducting a referendum on the desir- 

ability of the Norris-Mansfield bill to create 

seven regional planning agencies. A special 

committee of the chamber has reported ad- 
versely on the measure. 

The questions put to members of the cham- 
ber are: 
1. Should the Flood Control Act of 1936 be 
continued and the projects thereunder prose- 
cuted with vigor through the Army Engi- 


neers 
2. Should the Federal government con- 
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tinue to utilize directly its regularly estab. 
lished agencies operating on a national basis 
to plan, codrdinate and execute activities be. 
longing to the Federal government in rela. 
tion to natural resources, including water re. 
sources, their utilization and their control? 

3. Should the Federal government, in actiyi- 
ties belonging to it in relation to natural re. 
sources, proceed in codperation with the 
states and preserve to the states all rights 
belonging to them in their resources? 

A pamphlet sent out with the referendum 
ballots contains the special committee’s r 
in support of the three listed proposals, as 
well as arguments on the other side, “in order 
that members may have the fullest informa- 
tion upon which to base their judgment in 
voting.” 

The special committee declared that the 
proposed transfer of flood control activities 
of the Federal government from the War De- 
oe to the seven projected units would 

unwise. The new agencies could not for 
years have the practical insight into the na- 
tion’s flood control problems, the committee 
held, that the War Department’s engineers 
—_ gained from years of experience in the 
e 


The transfer would, in the committee's 
view, also tend to “disrupt” present activities 
of state planning commissions, state utility 
commissions, state fish and game commis- 
sions, state courts, and interstate compact 
commissions. 


Pacts Still Issue 


T= public power issue apparently re- 
mained as much an obstacle as ever to 
ratification of the Connecticut valley flood 
control compact, when a conference held last 
month in Hartford ended with no commit- 
ments for support of the compact asked nor 
given. Members of the Connecticut delega- 
tion in Congress, with Governor Cross and 
the Connecticut Flood Control Commission 
discussed the compact, the proposed reser- 
voirs, and the power rights involved. 

The state’s delegation, divided on the ques- 
tion of ratification of the compact at the last 
session of Congress, was said to have returned 
to Washington for the special session with 
no public sign that the views of individual 
members had been altered. 


Utility Building “Deficit” 


Fy electric utility construction “deficit” of 
$2,600,000,000 accumulated in the last 
five years was blamed recently by the Con 
mittee of Utility Executives on the adminis- 
tration’s “fixed punitive policy toward the in- 
dustry,” which the statement said “has so 
frightened capital that it has proved impos- 
sib to finance most of the needed construc- 
tion. 
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In addition to this lag between actual con- 
struction expenditures and what would have 
been spent on the 1923-1932 basis, the com- 
mittee said “next year’s normal construction 
would justify an expenditure of at least $1,- 
000 000,000.” The committee added: 

“Thus a vast untapped reservoir of jobs 
outrivaling the programs of PWA and WPA 
awaits release. It is a privately financed re- 
covery measure that will cost the taxpayers 


nothing and add billions to the taxable 
wealth of the nation.” 

The committee said that the annual average 
of new construction by the industry from 
1923 to 1932 inclusive was $752,215,000, which 
included the two subnormal depression years 
of 1931 and 1932. The annual average over 
the last five years has been $238,961,000, in- 
cluding an estimated $450,000,000 for 1937, 
the committee asserted. 


Alabama 


Reports Power Profit 


T= electric department of the city of 
Florence recently announced a net profit 
of $60,758.12 from municipal resale of Ten- 
nessee Valley Authority power for the fiscal 
period ending June 30th. The city purchased 
a distribution system from the Alabama 
Power Company for $220,000 and began op- 
erations July 15, 1936. The profit reported 
was for eleven and a half months. 

Operating revenues were listed as $152,- 
067.77, with operating expenses of $70,630.43. 
Taxes paid were listed as $4,752.54. 

TVA retail rates are in effect under the 
city distribution system. Power comes from 


Wilson dam at Muscle Shoals, a short dis- 
tance from Florence’s city limits. 


Injunction Sought 


6 hw state supreme court on October 28th 
took under advisement a petition by the 
Alabama Power Company for an injunction 
restraining the city of Guntersville from con- 
structing a municipal electric distribution 
system. 

Guntersville voted several months ago to 
construct the municipal system, using Ten- 
nessee Valley Authority energy; $134,000 of 
city bonds have been sold, and contract for 
construction of the system has been let. 


Arizona 


Files Objective Rate 


A= involving an annual saving of 


$30,000 to consumers of gas in the 
Phoenix area was announced last month by 
the Central Arizona Light and Power Com- 
pany in a new rate schedule filed with the 
state corporation commission. The schedule, 
known as an objective rate, is expected by 
company officials to increase Surther this sav- 
ing to as much as $125,000 annually as gas 
consumption mounts. 

Following the filing of the schedule, which 
applies to Phoenix, Glendale, Tempe, and 
Chandler, Wilson T. Wright, chairman of the 
state commission, said it had been approved 
following several conferences with power and 
light company officials. 

However, Mr. Wright said, in approving 
the schedules the commission wished it un- 
derstood that the new rate would not affect 
any future action of the commission in event 
it deems a further cut in gas rates should be 
made. The commission’s engineers were said 
to be engaged in a study of the local utility 
rates, 

In the new schedule, two rates are set out 
for Phoenix area gas consumers. It is by 
the first of these, known as Rate A, that the 
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immediate $30,000 saving will result, com- 
pany officials said. Rate A provides: 

Two and one-half cents per day, and 24 
cents per therm, first 10 therms; 15 cents per 
therm, next 15 therms; 10 cents per therm, 
next 35 therms, and 7%4 cents per therm 
thereafter. 

A 50 per cent reduction will be given cus- 
tomers connected prior to October 31, 1936, 
under Rate A on any increase in consump- 
tion over the amount of gas they used in the 
corresponding billing period during the year 
ended October 31, 1937. However, two con- 
ditions were specified to that reduction. One 
was that no therm would be sold for less 
than 6 cents and that no bill would be for 
an amount less than the month’s consumption 
calculated under Rate B, the second rate set 
up in the schedule. 


To Expand Gas Service 


A= of $200,000 for improvement in 


natural gas service in the Phoenix area 
during 1938 was announced recently by L. K. 
Doutrick, chief engineer of the Central Ari- 
zona Light and Power Company. This money 
will be spent partly in adding improvements 
to accommodate the gradually increasing num- 
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ber of gas customers, as well as for small ex- 
tensions and tie-in lines, Doutrick said. He 
added : 

“The figure of $200,000 does not include 
such major construction work as was our last 
extension . . . made during the last four 


months costing more than $65,000. We do, 
however, anticipate a good deal of construc. 
tion on our present lines in order to main- 
tain a high standard of service to an ever 
growing number of gas customers and an in- 
creasing use of gas by present customers,” 


Arkansas 


Rate Reductions Assured 


[pan reductions in electric rates by Jan- 
uary Ist were assured Hot Springs con- 
sumers recently when the Citizens Electric 
Company of that city agreed to carry out 
voluntarily a state utilities commission order 
for reductions in gross revenue of $80,000 
annually. 

The agreement was announced at a brief 
hearing in the commission’s office at the capi- 
tol. It climaxed negotiations by which the 
commission secured from utility companies 
operating in the resort city also an agree- 
ment that busses would be substituted for 
street cars there within four months. 

Hartley Wooten, Hot Springs lawyer who 
represented both the Hot Springs Street 
Railway Company and the Citizens Electric 
Company at the hearing, said conditions set 
out by the commission in orders affecting both 
companies were “satisfactory” and would not 
be contested. 

The engineering division of the state de- 
partment of public utilities was ordered to 


coGperate with officials of the electric com- 
pany in working out a rate structure to ef- 
fectuate the reduction of $80, a year, 
based on consumption for the year ending last 
September 30th. Reductions will be effective 
on bills rendered on and after January lst. 
Customers whose bills date from “first to 
first” will get the benefit of the new rates for 
the full month of December. Those whose 
bills date from other specific dates of the 
month will benefit on the portions of their 
December bills which come due in January. 

Chairman Thomas Fitzhugh and other 
members of the commission expressed appre- 
ciation of codperation offered by officials of 
the utility concerns. Mr. Fitzhugh said books 
and records of the Citizens Electric Company 
and the Hot Springs Street Railway Com- 
pany were in the best order of any the de- 
partment’s accountants have checked in the 
state. He said this made the negotiations 
much easier than they would have been under 
other conditions. The department retained 
jurisdiction over both causes until the orders 
of the commission have been carried out. 


California 


Twin Proposals Defeated 


WIN proposals for purchase of the Pacific 

Gas and Electric Company properties at 
Redwood City were defeated in the election 
held November 2nd by an approximate mar- 
gin of 3 to 1. 

The vote on the proposal providing for a 
$575,000 bond issue for purchase of the power 
distribution system through condemnation 
proceedings was 687 for and 1,767 against. 
The alternative proposition calling for pur- 
chase of the bonds to negotiate for purchase 
of the system resulted in 1,781 against and 
655 for. 


Rural Phone Rates Reduced 


EDUCTIONS in extension telephone rates 
which will equalize schedules for this 
type of service throughout the Pacific Tele- 
phone and Telegraph and Southern California 
Telephone Company systems were announced 
by the state railroad commission early this 
month. 

The reductions, effective December Ist, 
will save subscribers $66,100. Neither the 
San Francisco bay district nor the Los An- 
geles area will be affected, since reductions 
made merely conform to metropolitan rates, 
it was said. 


lowa 


Receive REA Allotments 


EDERAL allotments of $578,000 were made 
to seven Iowa rural electric codperatives 
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early this month. The allotments were made 
to codperatives which have succeeded in ob- 
taining agreements with telephone com- 
panies waiving claims for the installation of 
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devices to avoid inductive interference. 

The allotments were made despite the fact 
that there has been no Iowa ruling on whether 
the codperatives or the telephone companies 
are to pay for technical changes necessary to 
protect telephone wires from electrical in- 
terference caused by the Rural Electrification 
Administration transmission lines. 

The coOperatives receiving allotments 
were: Buena Vista County Rural Electric Co- 
éperative, Storm Lake; Butler County Rural 


Electric Coéperative, Allison; Benton County 
Electric Codperative Association, Vinton; 
Greene County Rural Electric Coéperative, 
Jefferson; Wright County Rural Electric Co- 
Operative, Clarion; Pocahontas County 
Rural Electric Coéperative ; Hardin County 
Rural Electric Codperative, Eldora. 

These allotments were made, it was said, 
on the basis of the Arkansas public utilities 
commission ruling that REA coGperatives do 
not have to pay for interference damage. 


Kentucky 


Power Facilities Improved 


TEPS to insure continuity of electric power 
~ service in times of flood were discussed 
recently at a meeting in Frankfort of the 
state public service commission with repre- 
sentatives of major utility companies in Ken- 
tucky, the Federal Power Commission, and 
the Tennessee Valley Authority. 

In Louisville, J. A. Krug, rate expert and 
engineer for the state commission, said inter- 
connection facilities were being improved and 
substations being elevated above flood levels. 


A new connection to supply emergency serv- 
ice to Louisville has been established with 
the Kentucky Utilities Company, Krug said. 

Northern Kentucky communities, Krug 
said, would be protected against power shut- 
downs in future floods by removal of sub- 
stations to higher ground and erection of a 
flood wall around the main generating plant 
in Cincinnati to keep water out for a height 
from 7 to 9 feet above the 1937 flood. 

J. C. W. Beckham, chairman of the state 
commission, presided at the meeting. The 
FPC was represented by Basil Manly. 


Louisiana 


To Scan State Power Tax 


fh U. S. Supreme Court on October 25th 
tentatively agreed to renew an appeal in 
the legal dispute over the application of the 
Louisiana state power tax enacted in 1932 
to corporations producing their own power 
by privately owned generators. 

The court noted probable jurisdiction in 
the appeal of Sheriff Milton Coverdale of 
Quachi‘a parish from the injunction issued 
by the Federal court of the western district 
restraining him from collecting the tax as- 
sessed against the Arkansas-Louisiana Pipe 
Line Company of Monroe. Whether a final 


decision will be handed down by the high 
tribunal is to be determined at the time of 
oral arguments in the case. 

The pipe line company is fighting the pay- 
ment of taxes prescribed under §3 of the 
1932 act which levies a privilege tax of $la 
year for each horsepower capacity of genera- 
tors used by a corporation or individual for 
the conduct of business. 

The special 3-judge court of the western 
district granted the injunction on the grounds 
that the tax was a direct burden on interstate 
commerce. E. Leland Richardson, special as- 
sistant attorney general of the state, filed the 
appeal on behalf of the parish officials. 


Michigan 

Previously applications have gone directly 
to the corporations commission. An act of 
1919 gave the state public utilities commis- 


sion power to review, which never has been 
exercised, Chairman Paul H. Todd explained. 


Commission OK Required 


T= state public utilities commission is- 
sued an order on November Sth requiring 
applicants for articles of incorporation for 
gas, telephone, or electric companies to seek 
its approval before filing with the Corpora- 
tions and Securities Commission. 
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The order also requires that companies or 
subsidiaries seeking amendments to franchises 
first must obtain the commission’s approval. 
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Mississippi 


Telephone Rates Reduced 


Awe annual reduction in telephone 
rates within the state, effective December 
lst, was ordered early this month by the state 
railroad commission. The reduction order was 
the third one directed by the commission in 
cooperation with the Southern Bell Telephone 
and Telegraph Company within two years. 

In connection with the order a joint state- 
ment was issued by the 3-member commission, 
which follows in part: 

“The reductions to the Mississippi toll 
users under our order will amount to ap- 
proximately $20,000 a year. The reductions 
become effective December 1, 1937, The night 
and Sunday rates will also be in effect on 
Thanksgiving and Christmas, 1937, and on 
New Year, 1938, thus affording substantial 
reductions for either social or business use. 

“The Mississippi intrastate toll rates now 
in effect, up to a distance of 48 miles, are 
uniform with the interstate rates and with 
the intrastate toll rates in other Southern 
states. The reductions under our order will 


bring the intrastate toll rates in Mississippi 
in line with the same rates in other Southern 
Bell states.” 


Lists Power Profit 


Birt America’s first TVA city, will 
derive $153,045 income for 1938 from 
sale of power purchased from the Tennessee 
Valley Authority for $52,513, the city’s budget 
for the coming fiscal year revealed recently, 
The city’s 25-mill tax levy will raise only 
$121,319. 

Despite the gross profit of $101,000, ex- 
actly enough to operate the city’s new $750,- 
000 school plant, the Tupelo power rate has 
been cut to approximately one-third of the 
old rate and consumption under the TVA has 
increased from 48 kilowatts in 1934 to an 
average of 150 kilowatts a month today. 

Eleven hundred of the city’s power users 
have purchased electric refrigerators. Effi- 
ciency of the set-up is indicated by a budget 
estimate of $152 for bad accounts, the same 
as the record for 1937. 


Montana 


Wholesale Rates Reduced 


HE application of the Montana Power 
Company for a 25 per cent reduction in 
rates charged wholesale electric power users 
was granted recently by the state commission. 


Eight firms serving patrons in the state 
purchase power from the Montana Power 
Company for resale, it was said. The rate re- 
duction also affords savings to those persons 
served by power lines built by the Rural Elec- 
trification Administration. 


* 
Nebraska 


District Needs Million More 


| er Halmos, consulting engineer for 
the $10,000,000 Platte Valley (Sutherland 
Public Power and Irrigation District); rec- 
ommended an additional $1,257,000 be made 
available to put the project in safe operating 
condition. Until the additional funds are ob- 
tained, he said, “operation of the project nec- 
essarily carried with it some hazards.” 
Halmos said “an operating fund of $100,000 
should be available” and told the district offi- 
cials “operation should not be started at all 
without sufficient funds to employ the re- 
quired experienced personnel to supervise the 
complete operation.” He urged thorough in- 
spection and repair, if necessary, of the drain 
system 5 miles east of the diversion dam on 
the North Platte river and termed it “one 


of the most vulnerable portions of the» 


project.” 
The district already has received $10,165,- 
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000 in PWA funds. The big hydroelectric 
project has not been operating since a siphon 
break last March 30th. Halmos also recom- 
mended repairs and a month’s test of the 
diversion dam, inspection of all culverts, wid- 
ening of narrow canal banks, additional rock 
fall at the inlet of the Sutherland storage 
reservoir, cleaning of canals and repair of 
the outlet valve c els of the siphon. 

Incidentally, the Nebraska Power Company 
and the Eastern Nebraska Public Power Dis- 
trict have filed a stipulation in the state su- 
preme court dismissing the appeal of the Ne- 
braska Power Company from the state rail- 
way commission’s order holding that it had 
no jurisdiction over rural power line con- 
struction by the district. Attorneys for the 
district and the power company joined in the 
stipulation filed with the court because the 
railway commission had modified its order, 
the modification being made at the request of 
the district. 
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Ohio 


Financial Plight Explained 


n a detailed statement, the state utilities 
I commission recently outlined to Governor 
Martin L. Davey the financial plight of the 
commission which will force a shutdown of 
activities December 15th, and urged legisla- 
tive action to make supplemental appropria- 
tions for the remainder of 1937 and substan- 
tial increases in the 1938 appropriation. 

The commission’s letter which was signed 
by Chairman Charles F. Schaber, Roy D. 
Williams, and Dennis F. Dunlavy, commis- 
sioners, asserted that $12,000 would be 
needed for the operation of the commission 
during the last two weeks of December and 
made an urgent plea that the entire $200,000 
assessment against railroads and public utili- 
ties annually should be made available for the 
maintenance of that department. 

The 1938 appropriation of $107,342 for the 
operation of the motor transportation division 
should be increased to “approximately $125,- 
000,” the letter said, 

Pointing out that the commission’s 1937 ex- 
penditures were below those of 1936, the 
commission’s letter asserted that there had 
necessarily followed a curtailment of essen- 
tial services. 

It further pointed out that the commis- 
sion’s work was increasing annually and that 
a total of 127 formal cases was now pending 
before the commission, of which 95 involve 


the fixing of utility rates, which are of vital 
concern to thousands of citizens. 


Co-ops Seek Reasonable Rates 


PoN the contention that various rural elec- 
trification projects will have to be aban- 


doned unless a satisfactory power rate is ob- 


tainable, five rural electric codperatives on 
November 2nd filed petitions with the state 
utilities commission requesting that orders be 
issued requiring the Ohio Power Company to 
show cause why it should not establish rea- 
sonable rates for wholesale service. 

The five codperatives which filed individual 
petitions were: the Paulding-Putnam Elec- 
tric Codperative, Inc., of Paulding; the 
Northwestern Electric Codperative, Inc., of 
Montpelier, Williams county; Licking Rural 
Electrification, Inc., of Newark; the North 
Central Rural Electric Coéperative, Inc., of 
Tiffin, and the Eastern Farm Bureau Electric 
Co6éperative, Inc., of Carroll. Hearing was 
set for December 7th. 

The petitions charge in part that the farm- 
ers have been denied electric service because 
utilities have served only the more profitable 
territory, and that while the farmers are now 
in a position to secure such services through 
grants from the Federal government, the 
Ohio Power Company has denied the farmers 
a reasonable rate averaging one cent per 
kilowatt hour, ordered by other states. 


Oklahoma 


Rate Cut Appealed 


T= Southwestern Bell Telephone Com- 
pany on November 6th filed a petition 
with the U. S. Supreme Court seeking a re- 
view of its fight against a state corporation 
commission order cutting Tulsa telephone 
rates by $70,000. 

The company asked the high court to re- 
view a decision by the state supreme court 
which last July declined to set aside the order 
of the state commission. It charged the com- 
mission had exceeded its authorized powers. 


Bans Phone Rate Boost 


HE state corporation commission issued a 

temporary order last month restraining 
the Southwestern Bell Telephone Company 
from raising rates in 13 cities, contending 
present rates are sufficiently high. 

In an application September 11th, the com- 
pany served notice it proposed to increase 
rates within forty-five days at El Reno, 
Guthrie, Lawton, McAlester, Norman, Ok- 
mulgee, Ponca City, Sapulpa, Shawnee, Still- 
water, Blackwell, Ada, and Ardmore. 


Pennsylvania 


Utility Ownership Defeated 


Ararosat for public ownership of utilities 
in Allegheny county was overwhelmingly 
defeated 3 to 2 in the November 2nd election. 

The referendum was held under a bill suc- 
cessfully sponsored at the recent state legis- 


733 


lature by County Commissioner John J. Kane 
under which an authority would be set up to 
buy or build and operate ~7 public utility in 
the county after a successful referendum. 
Several civic organizations took the lead 
in the campaign against the measure which 
would have permitted the local administration, 
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once established, to go anywhere in the state 
to buy land and construct dams and trans- 
mission lines it considered necessary for its 
use. 


Defeat Bond Issue 


HE citizens of Reading on November 2nd 

by a decisive vote rejected the proposal 
that the city bond itself for $4,750,000 to build 
a municipal electric plant and distribution sys- 
tem to compete with the Metropolitan Edison 
Company, a unit of the Associated Gas & 
Electric System for all electric business 
within the city limits. With all of the pre- 
cincts reporting, the vote was 17,315 against 
the bond issue and 9,884 for the issue. 

The proposal was the principal issue of the 
Socialist party of Reading and was endorsed 
by all Socialist candidates for office. Asso- 
ciations of taxpayers and other citizens’ 
groups, as well as many individuals, opposed 
the issue on the grounds that it would plunge 
the city in debt up to the limit, would jeopar- 
dize the city’s credit, and would be a needless 
waste of the people’s money for an entirely 
inadequate plant. 


Reopens Rate Case 


HE state public utility commission on No- 
vember 4th reopened hearings in its case 
against Edison Light & Power Company, of 
York, which obtained an injunction last month 
against imposition of temporary rates ordered 
by the state commission to cut annual rev- 
enues 30 per cent. 
Purpose of the new hearings was to gather 
data to meet deficiencies in the temporary 


rate order criticized by Federal Judges Al. 
bert W. Johnson, Lewisburg, and Albert L, 
Watson, Scranton, two of the three circuit 
jurists who heard the appeal of the $5,250.- 
000 utility company. 

Judge Johnson said the commission order 
of July 27th failed to state “the elements of 
fair value upon which the temporary rates 
were based.” The same objection was made 
by Judge Watson. A commission statement 
indicated belief the judges would dissolve the 
injunction after being convinced the facts 
were based on valid elements of fair value. 
The new hearings were expected to provide 
that proof. 


Orders Rate Inquiry 


HE state public utility commission on Oc- 

tober 27th announced a sweeping investi- 
gation of the Pittsburgh Railways and bus 
systems to see if rates can be reduced and 
service expanded to meet the district’s grow- 
ing needs. This was said to be the most com- 
prehensive step yet taken against the dis- 
trict’s transportation system. 

Investigators will delve not only into rates 
and service but also into the complicated un- 
derlier set-up with a view to drastic reor- 
ganization of the system’s financial structure 
on a simplified, modern basis. 

Citation of the Pittsburgh Railways Com- 
pany, and its bus affiliate, Pittsburgh Motor 
Coach, was announced by commission Chair- 
man Dennis J. Driscoll. Commission engi- 
neers and transportation experts will be sent 
to Pittsburgh “by the first of the year” to 
ge the huge job of unraveling the prob- 
em. 


South Carolina 


Attacks Santee-Cooper 


pp that there is no shortage of 
power in South Carolina, Norman H. 
Coit, vice president and general manager of 
the South Carolina Electric and Gas Com- 
pany, speaking before the Columbia Rotary 
Club in that city recently, said that should the 
proposed PWA-financed Santee-Cooper hy- 
droelectric plant be constructed, it would 
generate more power than the totai that is 
being sold by the three major companies in 
the state at present. 

After explaining the operation of his com- 
pany and citing the many increases in facili- 
ties over a period of years, Mr. Coit launched 
into refuting statements relative to the op- 
eration of plants in the state. He explained 
the reasons why his company and two others 
are fighting the proposed hydroelectric de- 
velopment, stating: 

“We realize that it means $35,000,00 to 
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$50,000,000, or more, coming into the state 
and a large portion of that being spent in the 
state. On the other hand, we do not feel that 
it is fair for the government to come into the 
territory in which we have spent millions of 
dollars and take our business away from us.” 

He said there was no shortage of power in 
South Carolina, his company having recently 
completed the construction of a 110,000-volt 
transmission line from Columbia to Bowman 
over which 4,000 or 5,000 kilowatts of power 
are being transmitted into the coastal region 
and which line has a capacity of 25,000 kilo- 
watts. 

Mr. Coit also denied statements that the 
state REA was being charged a high rate 
for the power furnished. He said the rate 
which the authority was paying was lower 
than any similar rate in the United States, 
and was “infinitesimal as compared with its 
other costs.” He also attacked the high taxa- 
tion in South Carolina. 
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REA Fund Made Available 


FEDERAL rural electrification loan contract 
A through which $3,000,000 will be avail- 
able for South Carolina would “just about 
complete our original 3,500-mile program” of 
electrification, Governor Olin D. Johnston, 
chairman of the state REA, said recently. 

It was announced from Washington on 
November 5th that the $3,000,000 fund had 
been made available for South Carolina. 
Comptroller General A. J. Beattie, secretary 
of the state REA, announced that he had 


been advised by the Federal REA that the 
fund had been approved. He said a meeting 
of the state authority had been called to 
consider further plans for electrification in 
the state. 

So far, Beattie revealed, a total of $882,- 
000 has been spent by the Federal REA loan 
plan in constructing approximately 1,000 
miles of lines since the state authority was 
set up. These 1,000 miles serve approximately 
20,000 people in the rural sections who pre- 
viously were without electric power, it was 
said. 


Tennessee 


Cannot Sell Bonds 


EVENUE bonds were definitely out of the 
R picture as a means of financing the pro- 
posed Chattanooga municipal power distribu- 
tion system in competition with the Tennessee 
Electric Power Company, and the advisability 
of issuing any more general obligation bonds 
was deemed questionable in the view of some 
bond buyers, it appeared recently when Mayor 
Ed Bass made public correspondence between 
the city and investment banks on the subject. 

Several replies were received to letters sent 
on October 15th by F. K. Rosamond, city au- 
ditor, stating that it was desired, if possible, 
to finance the project with revenue bonds. 
The replies were unanimous in reporting a 
lack of interest in the issue. 

Mayor Bass has consistently held that the 
bonds should be revenue, rather than general 
obligation, securities, taking the attitude that 
revenue bonds should sell if the $8,000,000 
project is a sound one. He recently wrote the 
Public Works Administration asking whether 
the government would accept revenue bonds, 
obligating the property and revenues of the 


power system for their redemption, rather 
than general obligation securities backed by 
the credit of the city. 

The PWA replied that it could not accept 
such bonds, but pointed out that the city has 
the right to float them in the open market, 
provided an offer as good or better than the 
government’s 4 per cent bid is received. 


Approves Power Pact 


HE Tennessee Valley Authority on No- 
vember Ist announced approval of a 
power contract with the city of Paris. 

Citizens of Paris, by a vote of 687 to 
109, approved a bond issue of $300,000 two 
years ago to finance acquisition or construc- 
tion of a municipal distribution system. 

The authority said service to Paris probably 
would be provided by extension of a 44,000- 
volt transmission line from Milan, 50 miles 
away. Initial service, the announcement said, 
was expected late in 1938. 

Paris is the sixth west Tennessee munici- 
pality to contract for purchase of TVA 
power. 


Utah 


Phone Reduction Ordered 


A* order putting into effect on January Ist 
a telephone rate reduction was entered 
on November 2nd by the state public service 


commission. The reductions, including sav- 
ings resulting from elimination of the hand- 
set charge of 15 cents a month, will amount 
to about $140,000 a year. 

A large percentage of the telephone users 
of the state will benefit by the order, either 
in reduced rates or additional service. The 
rates in Logan will be reduced to the level of 
those in Provo. Through classification of all 
cities and towns according to number of tele- 
ro, other discriminations will be elimi- 
nated, 
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In Salt Lake City the reductions will 
amount to 25 cents a month on one- and two- 
party lines, and 20 cents on four-party lines. 
In Ogden the reduction will be 25 cents a 
month on one-, two-, and four-party lines, 
and the rate for measured business service 
will be reduced to the level now prevailing 
in Salt Lake City. Business rates in Salt Lake 
City will remain unchanged. 

The order, signed by Ward C. Holbrook, 
commission chairman; Otto A. Wiesley, and 
Walter K. Granger, required the Mountain 
States Telephone and Telegraph Company to 
file new tariffs in accordance with the order 
not later than December Ist. 

Chairman Holbrook said in addition to the 
saving to telephone subscribers by the order, 
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additional benefits amounting to $92,452 ac- 
crued. to ratepayers during the progress of 


the rate case through adjustments and interim 
orders. 


Virginia 


Votes Power Contract 


N Portsmouth’s only local issue, voters in 

the general election held November 2nd 
approved a contract with the Virginia Elec- 
tric and Power Company for the supply of 
electric power to the city by a vote of 1,947 
to 1,022. This sustained the municipal admin- 
istration, which advocated the contract. 

The vote was nearly 2 to 1 against repeal 
of an ordinance to make effective the electric 
power contract which municipal officials said 
would save the city approximately $20,000 


annually. City Attorney R. C. Barclay and 
counsel for the power company, it was said, 
would begin work immediately on details jn- 
cident to making the contract operative. 

Opponents of the contract contended the 
pact would make it impossible for the city 
‘to carry out any plan for a municipal generat- 
ing plant and would bind the city for at least 
ten years. Administrative spokesmen denied 
this and stated the contract would not inter- 
fere if and when such contract becomes 
feasible. 


West Virginia 


New Power Fight Filed 


A'™= fight by private interests against the 
government program for electric power 
development was brought before the U. S. 
Supreme Court on November 2nd when the 
West Virginia Power Company requested a 
review of the Fourth Circuit Court decision 
permitting condemnation of lands and a dam 
site for the $13,000,000 Bluestone Reservoir 
project on the New river. 

Newton D. Baker and other attorneys as- 
sured the high court that the government had 
ne right to condemn the “extensive tracts” of 
land and that the Circuit Court based its rul- 
ing on a false premise. The dispute was pre- 
cipitated when President Roosevelt issued an 
Executive Order on September 12, 1935, set- 
ting aside $1,000,000 from the Emergency 
Relief Appropriation of 1935 to start the 
project, $800,000 to be used in purchase and 
condemnation of the lands. 

In April, 1936, the Secretary of War filed a 
petition in the District Court for condemna- 
tion, citing Title II of the National Industrial 


Recovery Act, and also the Emergency Re- 
lief Act. 

But after the power company pleaded that 
the two laws constituted unconstitutional dele- 
gations of authority to the President, the Dis- 
trict Court rejected the government’s suit. At 
once the government appealed to the Circuit 
Court, which held that it was unnecessary to 
decide whether there had been illegal delega- 
tion of authority, as meanwhile Congress had 
passed the Omnibus Flood Control Act of 
June, 1936, authorizing the Bluestone reser- 
voir project, along with many others. 

Strong objections are raised by Mr. Baker 
to the Circuit Court’s holding that the Omni- 
bus law ratified the Executive Order, when, 
he says, the Omnibus Act was not passed un- 
til after condemnation proceedings nen and 
was not mentioned in the government’s ap- 
peal to the Circuit Court. He pointed out also 
that the Omnibus Act forbids government 
payment for the lands, saying that states or 
local agencies shall provide the necessary 
tracts without cost. He said the government 
could not start condemnation proceedings. 


Wisconsin 


U. S. Phone Payments Not 
Exempt 


ISCONSIN Telephone Company receipts 
from the Federal government and its 
agencies are not exempt from the emergency 
relief tax imposed by the 1937 state legisla- 


ture, Attorney General Orland S. Loomis no- 


tified the state treasury recently. 
The company, which made a futile attempt 
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to pass the tax on to its subscribers, claimed 
the privilege of deducting telephone receipts 
from the Federal government as nontaxable. 

Conceding, however, that the state has no 
power to tax the means and instrumentalities 
of the Federal government, the attorney gen- 
eral pointed out that “where the burden of 
the tax affects operations of the Federal gov- 
ernment only remotely, there is no immunity 
from the tax imposed by the state.” 
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Expenditures Relating to Legislation and 
Legislative Investigations 


HE New York commission, in an 
T Scams of methods, practices, 
accounts, and records of a group of pub- 
lic utility companies, members of the As- 
sociated Gas & Electric System, an- 
nounced its views on various charges un- 
der the head of “Regulatory Commission 
Expenses.” Some of the expenses were 
held to have been improperly classified, 
others not proven to be proper, and others 
shown to have been improper as charges 
against ratepayers. 

Expenditures made under the headings 
“New York State Legislature” and “Fed- 
eral Government” were held to be im- 
properly charged to an account which in- 
cludes “expenses incurred by the account- 
ing company in its transactions with gov- 
emmental regulative commissions.” The 
commission pointed out that the New 
York state legislature and the Federal 
Congress are not “governmental regula- 
tory commissions” within the language 
or intent of the accounting provision, al- 
though they are in some respects regula- 
tory bodies. 

Expenditures arising out of requests 
from a legislative committee for infor- 
mation which the operating companies 
were requested to prepare were con- 
sidered proper within a reasonable 
amount, but the amount claimed was said 
to be abnormal and to require further 
consideration in a rate case. 

Reasonable expenditures by operating 
utilities for the purpose of securing legal 
advice as to the effect of proposed legis- 
lation upon company operations, it was 
said, may be a proper and legitimate 
charge, but in order to have such ex- 
penditures approved as an operating ex- 
pense the company must show what por- 
tion is for bill analysis and what for other 
services and the nature of those services. 
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Legal services in connection with an 
investigation of capital stock sales and 
in connection with the lobbying activities 
of the management of the Associated Gas 
& Electric Company and its subsidiaries 
were held to be improper charges to op- 
erating expenses to be passed along in 
rates to consumers. Such expenditures, it 
was said, should be borne by the manage- 
ment whose acts caused the investigation 
or the stockholders, and not by the con- ° 
sumers. 

A large expenditure in connection with 
opposition to the enactment of the Pub- 
lic Utility Act of 1935 was discussed at 
length, and the conclusion was reached 
that no sufficient justification had been 
shown in the record for charging such 
expenditures to operating expenses. Ref- 
erence was made to the fact that items 
for “space,” for postage and express, and 
for telegrams and telephones comprised 
more than half of the total expenditures 
and were apparently for propaganda pur- 
poses and not for the purpose of present- 
ing to the committees of Congress facts 
and data as to the legislation under con- 
sideration. The companies had contended 
that the regulatory provisions of the 
Holding Company Act apply equally to 
the subsidiaries of registered holding 
companies and that under the act oper- 
ating companies would be required to in- 
cur additional costs because of dual Fed- 
eral and state regulation. It was con- 
tended that expenditures by operating 
companies in opposition to legislation 
which would increase the cost of doing 
business were justifiable and proper op- 
erating charges. The commission said : 


Expenditures by these seven operating 
companies of $326,000 in one year for the 
purpose of opposing the passage of the 
Wheeler-Rayburn bill are excessive in 
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amount in any circumstances and have not 
been shown as justified in this proceeding. 
More than $1,000,000 was expended by the 
Associated Gas & Electric System in op- 
posing this legislation to no effect, and 
whether this be charged to stockholders or 
consumers, it is paid from moneys secured 


from charges to consumers. It would have 
been much better for both stockholders and 
consumers if the management had devoted 
this money to the reduction of rates, 


Re New York State Electric & Gas Corp. 
et al. (Case No. 8944). 


& 


Rate Concessions to Employees 


proposal by a telephone company 

to allow a 50 per cent discount to 

employee subscribers who paid in full 

during the first fifteen days of each quar- 

ter was disapproved by the Pennsylvania 

commission, which made the following 
statement: 


If such a rate is permitted to become effec- 
tive, employee subscribers will receive the 
benefit of preferential rates. We deem sucha 
practice to be undesirable and not in the 


public interest. If respondent considers it 
necessary to offer extraordinary induce- 
ments to existing or prospective employees 
in order to acquire or retain their services, 
some other method should be devised to the 
end that the rate schedule will not provide 
for preferential treatment of any group of 
subscribers. 


Pennsylvania Public Utility Commission 
v. South Canaan Telephone Co. (Com- 
plaint Docket No. 11376). 


& 


Discriminatory Practices Arise from Competition 
of Electric Utilities 


NTENSE competition between the Puget 
Sound Power and Light Company 
and a municipally operated electric utility 
in the city of Seattle was blamed by the 
department of public service of Wash- 
ington for certain discriminatory prac- 
tices engaged in by both utilities. The de- 
partment ordered the elimination of such 
discrimination by the company, over 
which it has jurisdiction, upon the assur- 
ance by city officials that they would also 
eliminate similar practices although they 
are not subject to commission regulation. 
Three types of discriminatory prac- 
tices were described by the commission: 
combinations of billings of certain large 
users of electric energy ; ignoring of ac- 
tual demands and substituting of arbi- 
trary sliding demands; and assistance of 
large users in submetering. 

It was found that the two utilities in 
order to obtain business from agents, op- 
erators, or managers of large business es- 
tablishments accorded to them preferred 
“inside” rates and contracts. One ex- 
ample cited by the department was that 
of a customer of the city plant who under 


combined billing for ten large apartment 
houses was billed for $4,253.95. If the 
utility had billed each building separate- 
ly, the bills would have been larger, and 
if it had billed each tenant at regular pub- 
lished rates, the total bill would have been 
$21,891.60. The customer, a real estate 
agent, collected the $21,891.60 from the 
tenants directly. The difference between 
the amount he collected and the amount 
he paid constituted a profit to him. The 
record was said to be replete with similar 
cases involving both the utility company 
and the city plant. 

Another method of discrimination con- 
demned by the department was the arbi- 
trary and capricious pushing up of de- 
mand without relation to load building. 
A few chosen customers had been per- 
mitted to receive demand discounts not 
based on probable use but on the utilities’ 
fear of losing business. 

The department did not pass upon the 
general question of submetering but did 
condemn submetering under a_ plan 
whereby the utilities rendered to a build- 
ing operator one bill showing the demand 
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and consumption of all the meter read- 
ings combined. Concerning this type of 
discrimination, the department said: 


The operator then pays for all of the 
electricity shown on this bill as though it 
were received through a master meter, but 
he in turn collects from his tenants on the 
basis of each individual meter reading and 
generally at the regularly published rate of 
the utility for the particular class of service. 
Sometimes he applies rates of his own de- 
sign. Sometimes he arbitrarily changes bills 


e 


that are protested. The difference between 
the amount billed to the building operator 
and the amounts collected from the tenants 
is considerable and is pocketed by the op- 
erator. The ultimate consumer gets no bene- 
fit and the utility gets considerably less un- 
der this arrangement, but the building op- 
erator garners a very handsome profit with- 
out any investment at all. 


Department of Public Service of Wash- 
ington v. Puget Sound Power & Light 


Co. (Cause No. 6905). 


Management Fees Considered in Fixing Temporary 
Rates 


HE Pennsylvania commission, in or- 

dering a temporary rate reduction 
pending final investigation of rates of an 
electric utility company, made no findings 
as to the propriety of including manage- 
ment fees in allowable operating ex- 
penses. It reserved such question for de- 
cision on the final hearing. The commis- 
sion, however, held that the utility com- 
pany would have been entitled to a re- 
turn of management fees under certain 
participation certificates equal to about 
50 per cent of the fees, and operating ex- 
penses were accordingly reduced. 

The utility company had also included 
as an operating expense corporate and 
advisory expense charged by the Utility 
Clearing Corporation. The commission, 
in disallowing certain of these charges, 
said : 


curred by or for the benefit of holding, in- 
termediate holding, and other companies in 
the Associated System. Generally, charges 
from Utility Clearing Corporation become 
the vehicle whereby the expenses of the 
holding companies are prorated to the op- 
erating company. The commission excludes 
these expenses in the amount of $133.79 be- 
cause it appears from the records that re- 
spondent neither contracted for such obliga- 
tions nor did it receive any direct benefit 
therefrom. Furthermore, respondent is re- 
quired to keep its records in a manner to 
show, and the commission is entitled to have, 
all details underlying charges arising from 
billings by affiliated companies even to the 
extent of supplying the cost of service or 
materials furnished by the original billing 
company, which was ultimately reflected in 
the operating expenses of respondent 
through Utility Clearing Corporation. These 
details were neither kept by the respondent 
nor made available to the commission in 
this record. 


Pennsylvania Public Utility Commission 
ly an affiliated company and charges from ¥: Solar Electric Co. (Complaint Docket 
this company represent items of expense in- No. 11404). 


e 


Utility Patron Lacks Right to Judicial Decision 
Supplanting Rate Order 


Utility Clearing Corporation is admitted- 


judgment against a city dissatisfied 

with a commission rate order was 
sustained by the Alabama Supreme Court. 
The court held that it could only affirm or 
reverse the commission order, and since 
the order granted a rate reduction neither 
afirmance nor annulment would result 
in any practical relief. The court refused 
to substitute its judgment on the facts 
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for that of the commission, stating: 


The legislature may fix the rates or it 
may empower an agency, such as the public 
service commission, to act in its stead in 
this regard. In either event, the courts are 
open for one who complains that by the 
exercise of the rate-making power he has 
been deprived of property without due 
process of law or that his private property 
has been taken for public use without just 
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compensation. The courts act therefore for 
the purpose of holding the exercise of this 
legislative power within constitutional limits, 
but not for the purpose of making rates or 
substituting their judgment for that of the 
legislative agencies. 


The contention was raised in this case 
that a rate that is too high confiscates the 
subscriber’s property and interferes with 
his liberty and that a constitutional ques- 
tion is as much presented on the part of 
the subscriber as on the part of the utility 
when the rate is too low. This argument 
was termed ingenious but not sufficiently 
persuasive. The court said: 


If such a theory be accepted, then all 
rate-making legislation is reviewable and 
revisable by the courts, for to determine the 
matter as to the subscriber a full considera- 
tion of all the facts and circumstances in 
every instance would be necessary. A rate 
fixed by the legislature would be as much 
the subject of attack by the subscriber as one 
fixed by the commission. Ours is a repre- 
sentative form of government, and the legis- 
lature represents the people of the state who 
are subscribers to telephone service. 

It would follow, as a logical result of the 
theory advanced by the city, that a sub- 
scriber, who has no invested capital at stake, 
but only a desire for a lower rate, and dis- 
satisfied with the schedule fixed in the law 
passed by his representatives in the legisla- 


ture, could appeal to the courts to have the 
law nullified, and a new schedule of rates 
established by the judicial branch of our 
government, and thus have the court's judg- 
ment in a purely legislative matter sub. 
stituted for that of the law-making body. 


The attorney general had refused to 
represent the public service commission 
in defending its order and in fact had at- 
tacked the order in a companion case, 
which was decided on the authority of 
the case brought by the city. Argument 
was made by the city against the allow- 
ance by the court of the intervention on 
part of the commission and its specially 
employed counsel. The court overruled 
this argument, pointing out that the com- 
mission was interested in the enforce- 
ment of its orders and charged with 
the duty to enforce them. It was said 
that the mere fact that the city was 
dissatisfied and insisted the rates should 
be still further reduced did not tie the 
hands of the commission and require it 
to sit silently by while the order that it 
had made was under attack. City of Bir- 
mingham v. Southern Bell Telephone & 
Telegraph Co. et al., State of Alabama 
v. Southern Bell Telephone & Telegraph 
Co. et al. 


e 


Restoration of Status Quo Permitted after 
Unauthorized Stock Transfer 


HE Pennsylvania commission insti- 

tuted an inquiry and investigation 
to determine whether the acquisition of 
stock of the Monongahela West Penn 
Public Service Company, a West Vir- 
ginia public utility, by the West Penn 
Power Company was legal under the pro- 
visions of the Public Service Company 
Law. Thereafter application was made to 
the commission for approval of the 
transaction but later a petition was filed 
for permission to withdraw the applica- 
tion. The commission was of the opinion 
that the parties should be permitted to 
restore the status quo existing prior to 
the transaction and that the withdrawal 


of the application should be permitted , 


upon condition that steps be taken to re- 


pair any loss suffered by West Penn 
Power Company by virtue of the trans- 
action. 

The commission did not decide the 
validity of the stock purchase, nor did it 
intimate that the transaction was such 
as to merit its approval. It said: 


In view of the indicated intention of the 
parties to restore the status quo, we it 
unnecessary to pass upon the technical ques- 
tion of the validity of the transfer. The 
stock is to be retransferred, the considera- 
tion of $7,000,000 is to be returned, and, in 
our opinion, a further payment should be 
made by The West Penn Electric Company 
to West Penn Power Company in the 
amount of 5 per cent simple interest upon 
the sum of $7,000,000 during the period from 
date of purchase to date of retransfer of 
the stock, less dividends declared and paid 


NOV. 25, 1937 740 





wm O.0 7 HHOQ ee OCF » 


THE LATEST UTILITY RULINGS 


by Monongahela West Penn Public Service 
Company to West Penn Power Company 
prior to date of consummation of the re- 
transfer. 


Re West Penn Power Co. (Application 
Docket Nos. 33370, 37619, Complaint 
Docket No. 10373). 


e 


Hand-set Telephone Charges Abolished 


Te New York commission required 
the New York Telephone Com- 
pany to eliminate all monthly charges 
for hand-set telephone instruments be- 
ginning with the first billing period after 
January 1, 1938. Reductions in the 
charge had been made under previous 
orders. The officials of the company in 
discussions of such elimination had ex- 
pressed a willingness to accept such an 


order but under protest and with the 
usual reservations as to future action 
under changed conditions. 

Chairman Maltbie, speaking for the 
commission, observed that the legislature 
had increased the tax burden of the 
company, but that there had also been an 
improvement in business conditions since 
the first of the year. Re New York 
Teleph. Co. (Case No. 9086). 


e 


Express Transportation after Failure of 
Railroad Service 


UTHORITY was granted by the Cali- 
fornia commission to the Railway 
Express Agency, Incorporated, of Cali- 
fornia, to transport express matter con- 
signed to it by Railway Express Agency, 
Incorporated, a Delaware corporation, 
between points where express had for- 
merly been transported by the Southern 
Pacific Company. Authority was denied, 
however, for transportation between 
points where other common carrier serv- 
ice was available. Commissioner Wake- 
held, delivering the opinion for the com- 
mission, said: 


The conclusion is inescapable that or- 


dinarily an express corporation, which has 
been deprived of, or has dispensed with, the 
service of its underlying carrier does not by 
such a process establish a basis for a find- 
ing that public convenience and necessity 
require the operation of motor trucks either 
by itself or a subsidiary, particularly where 
other well established certificated highway 
carriers capable of performing such under- 
lying service are available and willing to 
provide transportation facilities. Rather, I 
believe the express corporation should, 
wherever possible, make use of existing 
facilities, either highway or rail as the case 
may be. 


Re Railway Express Agency, Inc., of 


California (Decision No. 30070, Appli- 
cation No. 21140). 


e 


Sale of Electric Lines Disapproved Because of 
Resulting Rate Increase 


UTHORITY for the sale of certain elec- 
tric lines, with related facilities, to 
another company was denied by the Penn- 
sylvania commission on the ground that 
there would be a resulting increase in the 
cost of electric service to half of the cus- 
tomers on the line, although the other 
customers would benefit from decreased 
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costs. The line had been extended beyond 
charter territory into a township served 
by the proposed purchaser. It was said 
to be evident that a few larger consumers 
would receive the entire benefit of the 
net decrease in rates. The commission 
said further: 

We should like to see half the consumers 
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receive a reduction in rates, but we cannot 
approve the increase in rates to the other 
consumers, particularly since the latter 
would obtain no compensating benefits in 
the way of increased or improved service. 
We must therefore withhold our approval 
of the application. Abington Electric Com- 


pany must take some other appropriate 
tion to remedy the situation created by 
extension of service beyond its charter t 
tory. 


Re Abington Electric Co. et al. (Applica 
tion Docket No. 34676). 


e 


Who Must Bear Fire Loss after Fixing Compensation 
on Municipal Acquisition 


+ Wisconsin commission held that 
after it had entered an order fix- 
ing the just compensation and terms and 
conditions for the acquisition by a village 
of property of an electric utility com- 
pany, the risk of loss must be assumed 
by the company rather than the munici- 


ized the sale of telephone instru- 
ments by a roadway company to the 
Wisconsin Telephone Company for a 
consideration of $1 when the property 
was valued at $184. The commission 
ordered that the value of the instruments 
should be charged to “station appa- 
ratus,” and the difference between the 
value thus charged and the price actu- 
ally paid should be credited to “con- 
tributions to telephone plant.” Re Wis- 
consin Telephone Co. et al. (2-U-1121). 


The Pennsylvania commission held 
that an arrangement between a motor 
carrier and a shipper did not con- 
stitute a leasing of trucks without 
drivers or the operation of trucks by the 
shipper where the shipper hired trucks 
from the carrier. Payment was made 
on the basis of mileage operated, all ex- 
penses of operation of trucks being paid 
by the carrier including the actual oper- 
ating cost and compensation insurance 
on the drivers, while the drivers’ wages 
were paid by the shipper upon submis- 


pality. The commission according 
amended its order so as to provide th 
such destroyed property would be ee 
sidered and treated as retired property 
the final determination of just compen 

tion. Pardeeville v. Pardeeville Electr 
Light Co. (2-U-628). 


e 


Other Important Rulings 
/ | ‘HE Wisconsin commission author- 


sion of bills for same by the carrier an@ 
the payment being made by check from 
the former to the latter and not direct 
the driver. The trucks did not carry th 
owner’s or operator’s marking or iff 
signia. Re Harrison et al. ( Application, 
Docket No. 24483, Folder No. 3). % 


The New York commission, in ate 
thorizing a substitution of motor busses 
for street cars, held with respect t 
substitution in a village where the peti= 
tion for local consent had been granted 
in modified form not agreeable to the) 
company that the commission could not 
so alter the privilege applied for in they 
petition as to require the substitution of 
busses for cars on tracks over a route” 
not applied for in the petition and not a 
route operated by the street railroad 
company. It was said that the vil 
could not so change the privilege applied 
for as to grant an entirely aifterent 
privilege and require the street railway” 

company to accept and carry out the con=" 
sent granted. Re New York Stat 
Railways et al. (Case Nos. 6240, 9261), 


Note.—The cases above referred to, where decided by courts or regulatory commissions," 
will be published in full or abstracted in Public Utilities Reports. 
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RE CONSUMERS’ DEPOSITS OF MUNICIPAL ELEC. CO’S. 


NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re Rules and Regulations of Consumers’ 
Deposits of Municipal Electric 
Companies 


[Case No. 9165.] 


Municipal plants, § 9 — Authority of Commission — Interest rate on deposits. 


1. The Commission has statutory authority to regulate the interest rates 
to be paid by municipalities upon consumers’ deposits, p. 267. 


Payment, § 58 — Deposit — Segregation of funds. 
2. Provision in the uniform system of accounts for municipal utilities 
requiring a separate account for consumer deposits does not require or even 


infer that the funds accumulated from such deposits must be segregated, 
p. 268. 


Payment, § 58 — Deposit — Use as working capital. 
3. The use of money deposited by consumers as active working capital is 
not objectionable, p. 268. 


Payment, § 62 — Deposits — Interest — Bank interest. 
4. The fact that a person depositing money in a savings bank can earn 
no more than 2 per cent interest should be given little weight in determining 
a proper interest allowance upon consumers’ deposits, since a person uses 
a savings bank voluntarily while, if a deposit is required, the customer 
has no option even though he can use the money more advantageously, p. 
268. 


Payment, § 58 — Consumers’ deposits — Purpose. 


5. The sole purpose of the consumers’ deposits with a municipal plant is 
to guarantee payment for service rendered or to be rendered and is not 
to be a source of funds to enhance the cash position of the municipal 
operation, p. 269. 


Payment, § 62 — Deposits — Municipal plants — Interest — Uniform practice. 
6. A uniform practice may reasonably be required on the part of municipali- 
ties similar to that required of private corporations by the legislature under 
the Transportation Corporations Law relating to interest on consumers’ 
deposits, p. 269. 

Payment, § 59 — Deposits — Amount — Municipal utilities. 

7. Municipal utilities may require, but are not compelled to require, con- 
sumer deposits to guarantee payment for service, limited in amount to 
an estimated two months’ bill, p. 269. 

Payment, § 62 — Deposits — Interest allowance — Municipal utilities. 

8. Municipal utilities which require consumers’ deposits to guarantee pay- 
265 20 P.U.R.(N.S.) 
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ment for service should pay or credit at 2-year intervals simple interes 
at the legal rate of 6 per cent, p. 269. 


[September 21, 1937.] 


penne on motion of Commission as to methods, prac- 

tices, rules, and regulations, in respect to consumers’ deposits, 

of municipalities supplying electric service; determination as to 
proper interest allowance on deposits. 


APPEARANCES: Gay H. Brown, 
Counsel (by J. Herbert Gilroy, As- 
sistant Counsel), for the Public Serv- 
ice Commission; Harold H. McBride, 
Syracuse, Attorney for Municipal 
Electric Utilities Association; J. 
Samuel Fowler, Jamestown, Corpora- 
tion Counsel, for the city of James- 
town; T. J. McKee, Jamestown, Sec- 
retary of Board of Public Utilities; 
J. J. Naughton, Solvay, Superintend- 
ent of Water and Light of the village 
of Solvay; J. A. Conway, Solvay, Ac- 
countant of the village of Solvay; 
C. S. Daily, Ilion, Superintendent, II- 
ion Board of Light Commissioners ; 
Frank M. Bellinger, Ilion, Treasurer 
of Ilion Light Commission; A. F. 
Ertman, Herkimer, Municipal Com- 
missioner; C. Leland Wood, Herki- 
mer, Superintendent, Municipal Com- 
mission; D. L. Colburn, Lake Placid, 
Trustee of the village of Lake Placid; 
Nedd Sparks, Tupper Lake, Village 
Clerk of the village of Tupper Lake; 
Francis D. Burke, Green Island, Vil- 
lage Attorney for the village of Green 
Island; F. D. Lonergan, Green Island, 
Chairman; L. C. Mountcastle, Free- 
port, Trustee of the village of Free- 
port; Karl F. Caple, Akron, Village 
Clerk of the village of Akron. 


changes in the rate of interest to be 
paid on consumer deposits. On Jan- 
uary 15, 1937, the village of Freeport 
made such a filing and proposed to re- 
duce the rate of interest to be paid on 
such deposits from 6 per cent to 1} 
per cent. As a result of the consid- 
eration of this filing a questionnaire 
was prepared and sent to all municipal 
utilities to ascertain their practices re- 
garding deposits and rates of interest 
thereon. Each of the fifty-two mu- 
nicipalities operating electric plants re- 
plied to the questionnaire. 

On May 26, 1937, a hearing on this 
matter was held before the Commis- 
sion at Albany, N. Y., and those above 
named appeared. The fifty-two re- 
plies and an analysis made thereof in 
the division of research and valua- 
tion were received in evidence. 

An analysis of the exhibit shows 
that the most common practice is to 
require a deposit from every nonprop- 
erty owner, twenty-nine of the fifty- 
two municipalities following this pro- 
cedure. The number of villages with 
various deposit requirement now fol- 


lows: 
No. of 
Requirement Deposit Villages 
Required from every customer .....-. + 
Required from every nonproperty own- 


By the Commission: From time to Required when ‘deemed necessary .... bd 
time various municipalities operating Total requiring deposits .......-+++++ 45 
electric utility plants have filed revi- No deposits required ........++++++++ a 
sions to their rate schedules making Total reporting .......-.--++eereeees 52 
20 P.U.R.(N.S.) 266 
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RE CONSUMERS’ DEPOSITS OF MUNICIPAL ELEC. CO’S. 


Of the forty-five municipalities re- 
quiring deposits nineteen had a fixed 

amount of $5 for residential custom- 
ers. The most common procedure for 
nonresidential customers required a 
deposit equal to an estimated two 
months’ bill but not less than $5. The 
wide variation in practices is indicat- 
ed in the following table: 


Amount of Deposit Residential Other 
A. Fixed Amount 
eee 1 1 
oe oan kag Wales at 4 
EE scene nes vt 1 1 
EEL ah Gee? 19 4 
Or errr 1 - 
Dae acccpidins cootese 1 6 
B. Estimated 1 month’s bill 
eee eee - 1 
$5.00 minimum .......... 1 1 
C. Estimated 2 months’ bill 
No minimum ............ 6 6 
$5.00 minimum .......... 4 7 
10.00 minimum .......... - 2 
D. Estimated 3 months’ bill 
No minimum ............ 1 2 
$5.00 minimum .......... 1 - 
10.00 minimum .......... - 1 
E. Estimated—Basis not stated 
$3.00 minimum .......... - Y 
5.00 minimum .......... 2 1 
6.00 minimum .......... ~ 1 
10.00 minimum .......... - 4 
F. Amount not reported ....... 3 3 
Total requiring deposits .. 45 5 


The rate of interest paid by the va- 
rious municipalities varied from noth- 
ing to 6 per cent with nineteen of the 
group paying this higher amount. 
The number paying the various rates 
are indicated in the following table: 


Rate of Interest Paid on Deposits 


eg a SLES s whigus'.k< de coeure 1 
ee a ease ease aaeedt 2 
i sia ae sek eka S 8 
he ig oa ork ne ackn Boccee 19 
OT" RRS Ee Ses 4 
Total paying interest ........... 34 
SN 6559 2 ois. s 6ooSa cee ll 
Total requiring deposits ......... 45 


Of the thirty-four that paid inter- 
est, fourteen paid only when the de- 


posit was returned, ten paid periodi- 
cally, and eight paid on demand. 

[1] At the hearing, H. H. Mc- 
Bride, attorney for the Municipal 
Electric Utilities Association, contend- 
ed that the Commission had no au- 
thority to regulate consumer deposits 
and consequently objected to the en- 
tire proceeding. 

The legislature has, however, grant- 
ed the authority to the Commission to 
regulate the interest rate to be paid by 
municipalities upon consumers’ depos- 
its by the following provisions of the 
Public Service Law: 

Article 4, § 65, subdivision 1. 

+ All charges made or de- 
manded by any such . . . munici- 
pality for gas, electricity, or any serv- 
ice rendered or to be rendered, shall 
be just and reasonable and not more 
than allowed by law or by order of the 
Commission. Every unjust or unrea- 
sonable charge made or demanded for 
gas, electricity, or any such service, or 
in connection therewith, or in excess 
of that allowed by law or by the or- 
der of the Commission is prohibited.” 

Article 4, § 66, subdivision 5. 

rd Whenever the Commission 
shall be of opinion, after a hearing had 
upon its own motion or upon com- 
plaint, that the rates, charges, or clas- 
sifications or the acts or regulations 
of any such . . . municipality are 
unjust, unreasonable, unjustly dis- 
criminatory, or unduly preferential or 
in anywise in violation of any provi- 
sion of law, the Commission shall de- 
termine and prescribe in the manner 
provided by and subject to the provi- 
sions of § 72 of this chapter the just 
and reasonable rates, charges, and 
classifications thereafter to be in force 
for the service to be furnished not- 
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withstanding that a higher or lower 
rate or charge has heretofore been pre- 
scribed by general or special statute, 
contract, grant, franchise condition, 
consent or other agreement, and the 
just and reasonable acts and regula- 
tions to be done and observed; . % 

Nine municipalities were represent- 
ed at the hearing but only four rep- 
resentatives were offered as witnesses 
in their behalf. 

Mr. C. S. Daily, superintendent of 
the municipal plant at Ilion, contended 
that the money on deposit with the 
municipality should be kept in a sepa- 
rate deposit and that the only way the 
village could earn any interest on such 
deposits was in the form of certificates 
of deposit with a six months’ term. 
The rate of interest on such certifi- 
cates of deposit was 2 per cent. There- 
fore, a municipality should not be re- 
quired to pay anything in excess of 
2 per cent as interest on deposits. 
Mr. Daily also contended that as con- 
ditions varied from one municipality 
to another it would not be feasible to 
have a uniform practice throughout 
nor to require any municipality to pay 
the same interest as would be paid by 
some other municipality. Mr. D. V. 
Colburn, representing the village of 
Lake Placid, stated that the amount 
of consumer deposits for the village 
of Lake Placid usually varied from 
$5 to $600 and that the amount of 
interest paid was so small that any 
variation in such rate of interest 
would be of little or no importance to 
the village. 

Mr. Leland Wood, superintendent 
of the village of Herkimer, was in fa- 
vor of uniform deposits and a uni- 
form rate of interest in spite of all 
his counsel could do to get him to take 


the opposite position. However, Mr. 
Wood favored paying 3 per cent as a 
rate of interest at the present time 
even though the banks did not pay 
more than 2 per cent on certificates of 
deposit. 

The witnesses generally objected to 
considering cash on deposit as a part 
of the active cash working capital and 
argued that since these deposits might 
necessitate liquidation at any time it 
would be inadvisable, if not improper, 
to mingle this money with other funds 
of the electric department. They 
seem to be unable to see any inconsist- 
ency between this contention and the 
investment of the deposits in certifi- 
cates of indebtedness which could not 
be withdrawn except at the end of the 
six months’ period. 

[2] While the uniform system of 
accounts for municipal utilities re- 
quires a separate account for consum- 
er deposits, this is an accounting pro- 
cedure designed to keep the records 
accurate and does not require or even 
infer that the funds accumulated from 
such deposits must be segregated. 

[8] Conditions would be very un- 
usual if any considerable number of 
customers would discontinue service 
and demand refund of deposits at any 
one time. Consequently, the use of 
money deposited by consumers, as ac- 
tive working capital, is not objection- 
able. 

[4] Little weight should be given 
to the contention that a person depos- 
iting money in a savings bank can 
earn no more than 2 per cent interest. 
A person uses a savings bank volun- 
tarily while, if a deposit is required, 
the customer has no option even 
though he can use the money more ad- 
vantageously. 
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RE CONSUMERS’ DEPOSITS 


[5] The municipalities failed to 
prove any necessity for differential 
treatment in the case of any particular 
municipality or in any group as com- 
pared with any other group nor did 
they prove the necessity for a lower 
rate of interest than the legal rate of 
New York state. In fact, as before 
stated, 42 per cent of the municipali- 
ties which require deposits are now 
voluntarily paying 6 per cent interest. 
The amount of money involved is 
small and if it became at all burden- 
some the village so affected might find 
it unnecessary to have as broad re- 
quirements for deposits as they now 
practice. The sole purpose of the de- 
posit is to guarantee payment for serv- 
ice rendered or to be rendered and is 
not to be a source of funds to enhance 
the cash position of the municipal op- 
eration. 


OF MUNICIPAL ELEC. CO’S. 


[6-8] It does not seem unreason- 
able, in the light of the evidence pre- 
sented, to require a uniform practice 
on the part of municipalities similar 
to that required of private corpora- 
tions by the legislature under the 
Transportation Corporations Law. 
An order is adopted, therefore, per- 
mitting the municipal utilities to re- 
quire deposits but limiting the amount 
of such deposit to an estimated two 
months’ bill, and that simple interest 
at the legal rate should be paid or cred- 
ited at 2-year intervals. The order 
does not provide that municipal utili- 
ties must require deposits; they may 
or may not do so; if they do require 
deposits, they must pay the legal rate 
of interest to be paid at specified inter- 
vals and the deposits may not exceed 
two months, bills. 





CALIFORNIA RAILROAD COMMISSION 


Re City of Redwood City 


[Decision No. 30033, Application No. 19824.] 


Valuation, § 65 — Municipal acquisition proceeding — Market value. 
1. Market value of a portion of an electric utility to be acquired by a 
municipality, owing to its inherent qualities, cannot be readily ascertained, 
and it therefore becomes necessary to review all elements in the search 


for value, p. 272. 


Valuation, § 60 — Municipal acquisition proceeding — Elements considered. 


2. Every fact affecting the utility 


property and enterprise, including costs 


and recognizing that it has a business attached with power to earn, must 
be considered and assigned that proper weight which fairness and justice 
demand in determining compensation for acquisition by a municipality, 


p. 272. 


Valuation, § 64 — Municipal acquisition proceedings — Severance damages — 


Separate allowance. 


3. The amount for severance damages must be stated separately, under 
Public Utilities Act, § 47(b), in determining the total just compensation 
to be paid by a political subdivision for the taking of utility property, p. 


272. 
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Valuation, § 61 — Municipal acquisition proceedings — Date of valuation. 
4. Just compensation to be paid by a municipality for the taking of utility 
property must be fixed as of the day on which the petition for valuation 
was filed with the Commission, under Public Utilities Act, § 47(b), p. 
272. 


Valuation, § 63 — Municipal acquisition proceedings — Supplemental equities 
in joint poles — Transfer costs. 

5. “Supplemental equities” in joint poles and transfer costs, reflecting added 
construction costs covering an assumed obligation to grant a free interest 
in certain poles used jointly by a public utility and other operating utilities 
and, in addition, the theoretical expense of transferring the equipment of 
the other utilities to the jointly used poles, should not be included in re- 
production cost in determining value of property to be acquired by a 
municipality, p. 273. 


Valuation, § 329 — Franchises — Municipal acquisition proceedings. 
6. An amount allowed for franchises, in a municipal acquisition proceeding, 
covered only estimated cost of securing them, and any additional sum 
covering value was reflected in the intangible elements included in the 
Commission findings of just compensation for lands, property, and rights 
taken, p. 273. 


Valuation, § 224 — Construction work in progress — Municipal acquisition. 
7. Construction work in progress, which reflects cost of certain items of 
property not yet operative as of the date of application by a municipality 
for the fixing of compensation for property to be acquired from a utility 
company, should be included as part of the appraisal, p. 273. 


Valuation, § 83 — Accrued depreciation — Obsolescence or inadequacy — New 
property. 
8. An assumption that no obsolescence or inadequacy can be present in 
a new and unused item of property identical in design with the existing 
item is improper; on the other hand, these factors should not be given 
the same weight in determining a condemnation case as in a rate pro- 
ceeding, p. 273. 


Valuation, § 66 — Municipal acquisition proceedings — Earnings of property. 
9. The earning power of the business attached should be fairly reflected 
in a valuation of property and rights of an electric utility company sought 
to be condemned by a municipality; and although actual earnings should 
not be disregarded, it is the future earning power of the property which 
adds or detracts from the value which would otherwise be assigned to 
the physical plant alone, p. 276. 


Valuation, § 64 — Municipal acquisition — Severance damages. 

10. Damage to the business remaining to an electric company after acquisi- 
tion of property by a municipality, as distinguished from the damage to 
the physical property remaining, is, under the law, a compensable item, 
but it is essential that a clear distinction be maintained between damage 
to the business which is not taken and the allowance made for the business 
actually taken and included in the award of just compensation for the 
property and rights condemned, p. 276. 
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Valuation, § 64 — Municipal acquisition — Severance damages — Loss of earn- 
ings. 

11. The law does not contemplate that when an award is made to com- 
pensate for property and rights taken by a municipality, which award | 
properly reflects the potential earnings from the business attached to that ) 
property, there should again be made an allowance under the head of . 
severance damage to compensate for the loss of those same earnings, p. 

| 


276. 


Valuation, § 64 — Municipal acquisition — Severance damages — Costs con- 
sidered. 





12. Necessary costs of construction, reconstruction, and removal of facili- ) 
ties, to be incurred by an electric company in reéstablishing its electric i} 
service in the areas adjacent to a city which is acquiring a part of its 
property, properly constitute allowable damages to the remaining system; 
and in determining severance damages of this nature the conditions that 

control are those existing as of the date of application, p. 276. 


[August 9, 1937.] 


| ypaadeiees by a municipality for a determination of just com- 
pensation to be paid for property rights and franchises of a 
public utility company; determination made. 


> 





APPEARANCES: Albert Mansfield 
and Paul A. McCarthy, for applicant ; 
C. P. Cutten, Chaffee E. Hall, and R. 
W. DuVal, for Pacific Gas and Elec- 
tric Company, Wells Fargo Bank and 
Union Trust Company, Bankers Trust 
Company, City Bank Farmers Trust 
Company, and American Trust Com- 
pany. 


By the Commission: This is a 
proceeding under § 47(b) of the Pub- 
lic Utilities Act in which the city of 
Redwood City, a municipal corpora- 
tion, hereinafter referred to as the 
city, asks the Railroad Commission to 
fix and determine the just compensa- 
tion for the taking of certain lands, 
properties, and rights of the Pacific 
Gas and Electric Company. The pe- 
tition was filed February 9, 1935, ap- 
plication for leave to amend petition 
was filed October 14, 1935, and order 
amending petition was issued by the 
Commission on October 21, 1935. 


The lands, properties, and rights de- 
scribed in the petition as amended con- 
sist of certain electric distribution 
properties and franchises within the 
corporate limits of the city of Red- 
wood City and certain isolated distri- 
bution facilities situated just outside 
the limits of said city. As provided in 
§ 47(b) of the Public Utilities Act, 
just compensation is to be determined 
for such lands, properties, and. rights 
as of February 9, 1935, the date of 
the filing of the original petition. 
Hearings on the order to show cause 
were held in the courthouse of the 
city of Redwood City on May 2, 1935, 
and in the offices of the Commission 
in San Francisco on May 21, 1935. 
In response to the order to show cause 
objections were made by respondents 
and overruled by the Commission on 
May 27, 1935. The receiving of ex- 
hibits and taking of testimony com- 
menced November 19, 1935, and was 
concluded on February 23, 1937, all 
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of said hearings being held in the city 
of San Francisco. During this peri- 
od, twenty-one days were devoted to 
the taking of testimony. The record 
consists of 1,417 pages of transcript 
and 32 exhibits introduced by the in- 
terested parties. Concurrent briefs 
were filed on November 30, 1936; and 
on February 23, 1937, following the 
introduction of certain exhibits by the 
engineering staff of the Commission, 
oral argument was held before the 
Commission en banc, at the conclusion 
of which the matter was submitted. 


It is evident from the records in 
this case that the contentions of the 
city and company differ widely as to 
the just compensation to be fixed. 
The city claims that the total award 
should be $378,467, of which the val- 
ue of property and rights taken is ap- 
proximately $320,425, and damage to 
property and business not taken is ap- 
proximately $58,042. The company, 
on the other hand, claims an award of 
$608,883, which may be broken down 
into $430,000 for the property and 
rights taken and $178,883 for dam- 
ages to property and business remain- 
ing. 

[1, 2] The scope of the evidence 
in this proceeding is such that the 
Commission has before it evidence on 
all phases pertinent to the determina- 
tion of just compensation. Market 
transactions at a given time often de- 
termine, within fairly accurate limits, 
the market value of commodities, but 
in the same sense the market value of 
a portion of an electric utility, owing 
to its inherent qualities, cannot be 
readily ascertained. It becomes neces- 
sary, therefore, to review all elements 
in the search for value. Every fact 


affecting the utility property and en- 
20 P.U.R.(N.S.) 


terprise, including costs, recognizing 
that it has a business attached with 
power to earn, must be considered and 
assigned that proper weight which 
fairness and justice demands. Briefly 
stated, the record contains evidence 
reflecting cost of plant, damage to 
property remaining, present and pro- 
spective earnings, and opinion evi- 
dence as to the total just compensation 
which is believed should rightfully be 
allowed. 

[3] A detailed summation of all 
evidence cannot here be attempted, but 
certain facts and issues should be dis- 
cussed to the extent necessary to in- 
dicate the basis of the Commission’s 
judgment upon the ultimate question 
presented. This will be done in the 
usual manner by first considering the 
property and rights to be acquired and 
then those factors contributing to the 
damage resulting to the property and 
business not taken. In accordance 
with the duty imposed by statute, our 
finding of total just compensation will 
be made in such a manner as to state 
separately the amount for severance 
damage. 


Property to Be Taken 


[4] A detailed field inventory of 
the properties in question was com- 
pleted in the latter part of 1935 by the 
Commission’s engineers and was 
checked to some extent by engineers 
of the company and the city. The im- 
possibility of inventorying the de- 
scribed properties on the date of the 
filing of the petition necessitated the 
adjustment of the inventory by cer- 
tain additions and deductions, depend- 
ent upon the progress of work under 
construction as of February 9, 1935. 
This method, without question, pre- 
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serves the interests of the parties and 
complies with the statutory mandate 
that just compensation shall be fixed 
as of the day on which the petition 
was filed with the Commission. 


Reproduction Cost New 


[5] The evidence introduced by 
the engineers of the Commission cov- 
ering tangible capital ($343,420) was 
accepted in total by the city. The com- 
pany introduced evidence covering ad- 
ditional costs amounting to $51,600 
for “supplemental equities” in joint 
poles and transfer costs. These reflect 
added construction costs covering an 
assumed obligation to grant a free in- 
terest in certain poles used jointly by 
the company and other operating util- 
ities and, in addition, the theoretical 
expense of transferring the equipment 
of the other utilities to the jointly 
used poles. It is our opinion that this 
clam should not be included in the 
costs. 

The engineers of the Commission, 
in estimating the cost to reproduce the 
property new, priced the inventory on 
the basis of unit costs developed for 
a six months’ pricing period ending 
February 9, 1935. 

(6, 7] The figures appearing in 
Exhibit No. 3, under the caption of 
Reproduction Cost New and covering 
land and rights of way, organization, 
franchises, construction work in prog- 
ress, commercial and engineering rec- 
ords, are those testified to by C. T. 
Mess, valuation engineer for the Com- 
mission, and other members of the 
staff, and it appears that no contro- 
versy arises as to their allowance. 
The amount set forth for franchises 
covers only the estimated cost of se- 
curing them and any additional sum 
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covering value will be reflected in the 
intangible elements included in our 
findings of just compensation for 
such lands, property, and rights taken. 
The figure included for commercial 
and engineering records is the estimat- 
ed cost of copying certain identified 
records. Construction work in prog- 
ress reflects cost of certain items of 
property not yet operative as of the 
date of application and should be in- 
cluded as part of the appraisal. 


Reproduction Cost New Less Accrued 
Depreciation 


Evidence on this subject was intro- 
duced by witnesses for the city, the 
company, and the Commission. The 
city’s witness, C. A. Heinze, testified 
that for the purpose of his examina- 
tion and testimony in this proceeding 
he did not use his calculations cover- 
ing depreciation, but accepted the fig- 
ures of the Commission’s engineers. 

The company’s witness, G. M. 
Thomas, in Exhibit No. 4, and the 
Commission’s witness, Paul Thelen, 
in Exhibit No. 3, based their calcula- 
tions upon the age-life sinking-fund 
method, the former applying a 6 per 
cent interest rate and the latter a 5 
per cent interest rate. It is evident 
from the record that these witnesses 
were in agreement that a calculation 
of accrued depreciation made upon the 
sinking-fund basis fairly reflects the 
difference between the value of a used 
plant and one constructed new. The 
results of their calculations, for pur- 
pose of comparison, appear in Table 
No. I. following: [Table omitted.] 

[8] Inasmuch as the base figures 
of reproduction cost new used by the 
witnesses are the same, the differences 
in the depreciated cost figures set ‘orth 
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in Table No. I are primarily caused 
by the interest rates applied and the 
lives assigned. The major difference 
is accounted for in the lives assigned 
and appears primarily in accounts cov- 
ering poles and fixtures, and overhead 
conductors. In these accounts, Mr. 
Thelen made use of statistical factors 
developed from experience of the com- 
pany, while Mr. Thomas testified he 
used a physical life in service, the dif- 
ference being due mainly to the fac- 
tors of obsolescence and inadequacy. 
It is improper to assume that no ob- 
solescence or inadequacy can be pres- 
ent in a new and unused item of prop- 
erty identical in design with the ex- 
isting item; on the other hand, these 
factors should not be given the same 
weight in determining a condemnation 
case as in a rate proceeding. 

A minor difference is due to the 


company’s claim for the use of 6 per 
cent interest rate, which is based upon 
its adoption by the Commission in 
past rate proceedings pertaining to this 
utility where annuity calculations 
were involved. The witness for the 
Commission based his conclusion that 
a 5 per cent rate would be reasonable 
for this particular proceeding, as of 
the time of the application, upon anal- 
ysis of returns available from invest- 
ments of the sinking funds in the util- 
ity’s own property and bonds, and also 
in the purchase of other securities. 

Our conclusions covering depreciat- 
ed cost are the result of a careful and 
detailed study of the record giving 
proper weight to the various points 
at issue. 


Conclusions 
Table No. II sets forth our conclu- 


TABLE NO. II 


Paciric GAs AND ELectric ComMPANY 


Operative Fixed Capital—Electric Distribution System in Redwood City, 
February 9, 1935 


Account 


Intangible Fixed Capital 


301 Organization 
302 Franchises 


Total Intangible Fixed Capital 


Tangible Fixed Capital 
Distribution rights of way 
Distribution poles and fixtures 
Distribution overhead conductors 
Distribution underground conduits 
Distribution underground conductors 
Line transformers 
Services 
Consumers’ meters 
Installation on consumers’ premises 
Street lighting equipment 
Communication system equipment 


Total Tangible Fixed Capital 


Total tangible and intangible fixed capital ... a 


Transformer and meter card records 
Operative work in progress 


Grand Total 
20 P.U.R.(N.S.) 


R. C. N. Less 
Accrued 
Depreciation 


Ratio of 


Reproduction 
Col. 2 to 1 
(3) 


Cost New 
(1) 
$3,500 100.0% 

600 100.0 


100.0% 


$3,500 
600 





$4,100 $4,100 


as 
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$1,020 
101,702 
88,072 


11,594 

50,570 

21,091 

47,465 
4,942 4,215 
1,532 1,295 
1,344 1,140 


$343,792 7,935 
Se038 
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670 670 
$348,817 $282,960 
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sions covering the reproduction cost 
new and reproduction cost new less 
accrued depreciation for the property 
in question. The detail of the items 
of property reflected in our conclu- 
sions appears in exhibits filed in this 
proceeding and listed in the order 
herein. 


Just Compensation for Property and 
Rights 


The engineers of the Commission’s 
staff did not express an opinion as to 
the total market value of the proper- 
ties and rights covered by the appli- 
cation. 

Due to the different methods of ap- 
proach, it will be of aid at this time 
to compare the claims of the city and 
the company, excluding the item of 
physical severance damage. This is 
done in Table No. III, following: 


TABLE NO. III 


Paciric Gas AND E.ectric CoMPANY 
Comparison of Claims by City and Company 
for All Items except Physical 
Severance Damage 


Claim 


1. Total amount of decrease 
in value of Pacific Gas & 
Electric Company proper- 
ties caused by separation of 
Redwood City properties $350,425 $550,000 

2.The component parts of 
these amounts are approx- 
imately : 

(a) Property and rights 320,425 430,000 
(b) Severance damage 
other than physical 
severance damage 


City Company 


30,000 120,000 


The city claims that the total just 
compensation to be paid for the elec- 
tric distribution properties of the Pa- 
cific Gas and Electric Company in 
Redwood City, as of February 9, 
1935, is the amount of $350,425, ex- 
clusive of physical severance damage. 
This amount was developed, in the 
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testimony of its witness (Mr. 
Heinze), by the application of a for- 
mula, namely, by applying to a de- 
preciated rate base a ratio, derived 
from the opinion of the witness, be- 
tween an allowable rate of return and 
the cost of money in the past to the 
Pacific Gas and Electric Company. 
This witness stated that of this to- 
tal sum approximately $30,000 repre- 
sented diminution in value of the re- 
maining properties by reason of the 
severance of the Redwood City prop- 
erties, and that the remainder, approx- 
imately $320,425, represented the just 
compensation for the properties and 
rights taken. Of this latter figure, in 
turn, approximately $50,000 repre- 
sented going concern value. He also 
expressed the opinion that in his judg- 
ment the reproduction cost new as 
found by the Commission’s engineers 
for the properties was greater than the 
historical cost of said properties. 
The company did not set up any 
separate amount for rights and busi- 
ness attached. It claims, through evi- 
dence presented by its witness, W. G. 
Vincent, Jr., a decrease of $550,000 in 
value of Pacific Gas and Electric 
Company properties caused by sepa- 
ration of its Redwood City proper- 
ties, exclusive of the cost of the so- 
called physical severance. Included in 
this sum is an amount ($430,000) 
claimed to represent the total fair 
market value of and just compensa- 
tion for the Redwood City distribu- 
tion properties and rights, as of Feb- 
ruary 9, 1935. The witness assumed: 
first, that the inventory as prepared 
and submitted by the Commission’s 
staff accurately reflects the properties 
in question ; second, that the reproduc- 
tion cost new does not differ material- 
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ly from the historical cost of the prop- 
erties; third, that the reproduction 
cost new of the properties as of Feb- 
ruary 9, 1935, is approximately $344,- 
000, exclusive of so-called “supple- 
mental equities”; fourth, that the re- 
production cost new less accrued de- 
preciation of the properties as of the 
same date is approximately $296,000. 
These amounts exclude organization 
expense, franchises and other intangi- 
bles, and commercial and engineering 
records. 

[9] In arriving at a conclusion as 
to the just compensation to be award- 
ed for the property and rights taken, 
recognition is given to the fact that 
the property is in active operation, 
with business attached, and definitely 
earning a return upon the capital in- 
vested therein. Unquestionably, were 
there an actual exchange of this prop- 
erty in an open market, the parties 
would give consideration to all facts 
surrounding the business, as well as 
the property devoted to that business. 


The actual present earnings of this 
property should not be disregarded, 
but it is the future earning power of 
the property which adds or detracts 
from the value which otherwise would 
be assigned to the physical plant alone. 
Therefore, in valuing the property and 
rights sought to be condemned, we 
will endeavor fairly to reflect the earn- 
ing power of the business attached. 

There is evidence in the record re- 
lating to earnings derived from the 
property computed on various bases; 
diversity and growth of electric load 
within the city of Redwood City and 
the Pacific Gas and Electric System; 
character and class of service ren- 
dered; the comparative level of the 
rates now charged; the prospects for 


future load development and attend- 
ant capital requirements to serve that 
load, and sources of power supply 
available to a possible purchaser. 

Without attempting here to review 
such evidence, it may be stated that 
the record clearly indicates that this 
property, in the hands of a competent 
operator, would continue to be a profit- 
able going business. In the hands of 
the present owner it has yielded a high 
return upon the capital invested, with 
a gradually increasing load which at 
this date has not approached the point 
of saturation. On the other hand, it 
cannot be assumed that the present 
rate schedules will not be subject to 
changes in the future. And it is also 
obvious that the effect of competition 
in various forms must be given due 
consideration. 

It is our conclusion, after consider- 
ing all the evidence of record, that the 
just compensation, not including sev- 
erance damage, which the city should 
pay to the company for the land, prop- 
erty, and rights set forth in the peti- 
tion, as amended, including all ele- 
ments of value therein, is the sum of 
$370,000. 


Severance Damages 


[10-12] Evidence relating to 
damage to the property and business 
of the company not taken was intro- 
duced by witnesses for the city and 
the company. No estimates were pre- 
sented by the city covering idle plant 
damage, as counsel claims severance 
damage of this nature is entirely elim- 
inated due to the willingness of the 
city, after possession of the proper- 
ties, to purchase all electric energy re- 
quired from the Pacific Gas and Elec- 


tric Company for a period of five - 
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years, at rates approved by the Rail- 
road Commission. Thus, in lieu of 
idle plant severance, two proposed 
contracts were offered in evidence. As 
already mentioned, the city’s witness 
expressed opinion evidence to the ef- 
fect that approximately $30,000 rep- 
resented the diminution in value at- 
tached to the remaining properties of 
the Pacific Gas and Electric Compa- 
ny, exclusive of physical severance. 
An amount of $28,042 for physical 
severance damage was set forth in de- 
tail in Exhibit No. 16. 


The company, through its witness- 
es, presented evidence in the form of 
exhibits and oral testimony relating 
to the various phases of diminution in 
value of the whole properties caused 
by the taking and, in addition thereto, 
its estimate of the amounts of physi- 
cal severance damages. Of the total 
claim of $178,883 covering severance 
damages, $58,883 represents physical 
severance damages, the details of 
which are set forth in Exhibits Nos. 
8, 9, and 9-a. 

We believe that the damage to the 
business remaining to the company, as 
distinguished from the damage to the 
physical property remaining, is, under 
the law, a compensable item. But it 
is essential that a clear distinction be 
maintained between damage to the 
business which is not taken and the al- 
lowance made for the business actual- 
ly taken and included in the award of 
just compensation for the property 
and rights condemned. Certainly the 
law does not contemplate that, when 
an award is made to compensate for 
the property and rights taken, which 
award properly reflects the potential 
earnings from the business attached 
to that property, there should again 


be made an allowance under the head 
of severance damage to compensate 
for the loss of those same earn- 
ings. 

The necessary costs of construction, 
reconstruction, and removal of facili- 
ties to be incurred by the company in 
reéstablishing its electric service in 
the areas adjacent to the city of Red- 
wood City properly constitute allow- 
able damages to the remaining system. 
The large difference in the claims pre- 
sented by the interested parties is due, 
fundamentally, to the method of ap- 
proach, and to the requirements to be 
met in order to render service in the 
adjacent areas after the taking, simi- 
lar to that which was enjoyed within 
the city prior to the separation of the 
described facilities from the balance 
of. the system. In determining sev- 
erance damages of this nature, the 
conditions that control are those ex- 
isting as of the date of application, 
and costs of reconstruction of physi- 
cal facilities necessary in order to 
comply with statutory requirements 
are proper charges to be included in 
the award for damages. A _ proper 
allowance will be made covering the 
necessary costs of construction, recon- 
struction, and removal of facilities to 
be incurred by the company. 


As already stated, the record sets 
forth the proposed contract on the 
part of the city to purchase electric 
energy from the Pacific Gas and Elec- 
tric Company. The probability of the 
city becoming a consumer cannot be 
ignored and, after carefully reviewing 
the evidence with respect to the fu- 
ture carrying charges on those por- 
tions of the plant which will be ren- 
dered less useful after severance of 
the Redwood City load, this probabil- 


277 20 P.U.R.(N.S.) 











CALIFORNIA RAILROAD COMMISSION 


ity will be considered under the head 
of severance damage. 

Likewise with the severance of 
Redwood City properties certain op- 
erating and supervising costs of the 
Pacific Gas and Electric Company can- 
not be immediately reduced, and until 
such time as the growth of its remain- 
ing territory and other factors absorb 
such costs, a loss is suffered by the 
utility. 

The order herein to be made covers 
the total just compensation and in- 
cludes both compensation for prop- 
erty and rights taken and for sever- 
ance damages (based upon the conclu- 


sions here expressed). Each case 
must be determined upon its own 
facts, and the conclusions in this in- 
stance cannot be taken as a criterion 
for the determination of just compen- 
sation for other properties. 

After giving careful consideration 
to all evidence in the record relating to 
the damage resulting to the property 
and business remaining to the com- 
pany from the taking of the Redwood 
City properties and rights set forth in 
the petition as amended, we conclude 
that the damage resulting, and there- 
fore to be allowed separately as sever- 
ance damages, is the sum of $118,000. 
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Re Market Street Railway Company 


[Decision No. 29889, Application No. 21115.] 


Rates, § 504 — Street railway — Different fare on competing line. 


1. A street railway company should not be permitted to charge a lower 
fare on lines which are in direct competition with lines of another street 
car system when such a line operates along one street on the same rails 
used by other lines of the carrier, nor should such a line be operated at 
the lower fare without transfer to other lines contrary to the general prac- 
tice of the carrier, p. 281. 


Rates, § 159 — Attraction of traffic — Street railway fare — Cost of service. 


2. The objective in increasing fares to meet increased operating expenses 
is to prescribe a fare which will attract the greatest volume of traffic and 
at the same time provide sufficient revenue to meet the costs of performing 
the service, p. 282. 


Rates, § 522 — Street railway — Transfer charge. 


3. Retention of an existing 5-cent fare in combination with a newly author- 
ized 2-cent charge for a transfer was held to afford the greatest promise 
for the most favorable results to both the traveling public and a street 


railway company applying for increased fares to meet higher operating 
expenses, p. 283. 


[June 21, 1937.] 


ee for authority to make emergency increase 
street railway fares; exaction of transfer charge authorized. 
20 P.U.R.(N.S.) 278 
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APPEARANCES: Wm. M. Abbott 
and Max Thelen, for Market Street 
Railway Company, applicant; John J. 
O'Toole, City Attorney, and Dion R. 
Holm, Deputy City Attorney, for the 
city and county of San Francisco, 
protestant; Frank S. Richards and 
Thos. K. McCarthy, for East Bay 
Transit Company and Key System, 
interested parties. 


Ware, Commissioner: In this pro- 
ceeding the Market Street Railway 
Company seeks authority to increase 
fares on its local transportation sys- 
tem serving the city and county of 
San Francisco, as well as on a line 
extending between Leipsic Junction, 
in the southern part of the city of 
San Francisco, and its terminus in the 
city of South San Francisco. This 
application, however, does not request 
permission to make any changes in 
fares on applicant’s interurban line 
between San Francisco and San 
Mateo. 

Public hearings were conducted in 
this proceeding at San Francisco on 
April 22 and 28, 1937, and on the 
latter date the matter was taken under 
submission and is now ready for de- 
cision. 

At this time the fare structure on 
applicant’s local lines is as follows: 


ct i ee ae 5 cents 
IOI Sib S ak wedcacvccesés , 
EO ee a: 


Sunday and holiday pass .......... 2 9 

In this proceeding applicant pro- 
poses a new fare structure on local 
lines, as follows: 


Ee ee een WO ae 7 cents 
ONES eee Rew 
School children (16 for 50¢) ...... =? 
Sunday and holiday pass .......... a” 


with the same transfer privileges as 
are now offered. 
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In seeking this increase in fares, 
applicant alleges that its net revenue 
must be increased to meet increased 
taxes and labor costs, although appli- 
cant is not at this time seeking a fair 
return on its investment. Max Thel- 
en, of counsel for applicant, in his 
opening statement, enunciated the is- 
sue involved as follows: 

“This is an application for permis- 
sion to charge specified increased fares 
for the purpose of enabling Market 
Street Railway Company to pay a 
part of increased operating expenses 
which we must necessarily pay. 

“These increased operating expen- 
ses are the result of increased wages 
which we must necessarily pay to our 
employees, and of improved hours 
and working conditions, as agreed to 
between the company and the union in 
an agreement recently entered into. 
The remaining portion of the funds 
which we are asking for by this in- 
crease in fares will be used to meet 
increased expenses, increased taxes, 
which we must incur in connection 
with our employees under the Federal 
and the state Social Security laws. 
Now, that is all there is in this ap- 
plication. This is not a valuation 
case. It is not a case in which we are 
asking for a fair return on our invest- 
ment, or on our property devoted to 
the public service, but, as I stated, it is 
simply and solely a case in which we 
are asking an increase in fares suffi- 
cient to enable us to pay a portion of 
these increased operating expenses, 
which we must necessarily pay in con- 
nection with our employees.” 

Exhibit “E” attached to the appli- 
cation shows the operating results of 
the Market Street Railway for the 
period 1932 to 1936, inclusive, from 
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which is abstracted the tabulation 
shown on the following page. [Table 
omitted. ] 

Exhibit “B” attached to the appli- 
cation is a copy of an agreement en- 
tered into between applicant and the 
Amalgamated Association of Street 
Electric Railway & Motor Coach Em- 
ployees of America, Division 1004. 
Although this agreement is dated 
March 23, 1937, the increased rates 
of pay became effective March 14, 
1937, the agreement is to remain in 
effect until March 31, 1939, and there- 
after until changed on thirty days’ no- 
tice by either party. 

This agreement provides for an in- 
crease in the rates of pay to the vari- 
ous classes of employees, ranging 
from 24 to 74 cents per hour for the 
first year, and from 5 to 10 cents per 
hour for the second year. The ma- 
jority of the men affected are plat- 
form men whose rates of pay are in- 
creased from 5 to 10 cents per hour 
over the 2-year period. 

Approximately one million dollars 
will be expended in the next two years 
by applicant for increased wages and 
new social security taxes affecting la- 
bor. Of this amount, labor will re- 
ceive in increased wages over three 
quarters of a million dollars, while 
new social security taxes will amount 
to approximately one quarter of a 
million dolars. 

The following table succinctly item- 
izes these increased operating costs: 
[Table omitted. ] 

Exhibit 6 shows applicant’s esti- 
mate of the change in revenue on the 
various lines following the establish- 
ment of the proposed increased fares. 
This exhibit sets forth that applicant 
estimates the proposed fares will in- 


crease the gross revenue $350,610 
during the first year’s operation. It 
may be noted, however, that this 
amount will not equal the estimated 
increased operating costs set forth 
above. In offering this exhibit, which 
reflects the estimated diversion of 
traffic in terms of revenue, applicant’s 
witness testified that it was based up- 
on their best judgment and only ex- 
perience could determine what the 
actual change in revenue would 
amount to. 

The record shows that during the 
past year applicant adopted a plan of 
converting its two-men car operation 
into one-man car operation on a por- 
tion of the system, and by its Exhibit 
9 it shows that this change has pro- 
vided a saving in the operating expen- 
ses of $84,751 for the year ending 
March 31, 1937. 

In addition to economies effected 
by one-man car operation, a further 
reduction in operating costs was real- 
ized by reason of discontinuing the 
payment of management fees to the 
former Byllesby Engineering and 
Management Corporation,’ which pay- 
ments amounted to as high as $175,- 
000 during 1931, and about $94,- 
000 during 1935. Such payments 
were discontinued by October 1, 1935. 

With respect to service on appli- 
cant’s line, one of its operating offi- 
cials testified that the company experi- 
ences considerable difficulty in main- 
taining schedules on the various lines 
as a result of interference by automo- 
biles and trucks. Many instances 
were cited where cars were held up 
due to both single and double parking, 
as well as interference by trucks in 
loading and unloading at the curbside. 





1 Now Standard Gas & Electric Company. 
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This witness also testified that consid- 
erable difficulty had been experienced 
in maintaining schedules following 
the establishment of one-man car 
operation, due to the fact that it was 
necessary to train the operators of the 
cars and familiarize the public with 
this new plan of operation. It is al- 
leged that this situation is now mate- 
rially improved, due to the fact that 
the one-man plan of operation has 
now been perfected to the point where 
better service can be offered the pub- 
lic at a lesser cost to the carrier. It 
is further alleged that the same sched- 
ules are now maintained with one- 
man operation as were employed un- 
der two-man operation. 

[1] At the hearing, applicant of- 
fered as an amendment to its original 
application a revision of the proposed 
rate structure to the effect that the 
present 5-cent fare be retained on lines 
No. 8 (Market street line) and No. 
19 (Polk street line), both of which 
are in direct competition for their en- 
tire length with lines of the municipal 
street car system. 

While operating these two lines on 
a 5-cent fare might return applicant 
a somewhat greater net revenue, this 
plan has objectionable features which 
are of sufficient magnitude to con- 
demn it. For example, line No. 8 
operates along Market street on the 
same rails used by other lines of this 
carrier. It is obvious that for appli- 
cant to have different fares on the 
same line, carrying passengers to the 
same points along Market street, 
would be confusing and objectionable 
to the public. Applicant suggested 
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that this line might be operated on a 
5-cent fare without transfer to other 
lines. To have one line of the system 
not issuing transfers to other inter- 
secting lines, contrary to the general 
practice of the carrier, would be addi- 
tionally perplexing to the public. 

With respect to line No. 19 op- 
erating on a 5-cent fare and issuing 
transfers to other lines of the system, 
it is apparent that such practice would 
present a serious objection in that 
a considerable amount of confusion 
would result thereby. We therefore 
disapprove this proposed fare struc- 
ture. 

The city of San Francisco, through 
its attorney, entered an appearance in 
this proceeding as a protestant, and 
cross-examined applicant’s witnesses, 
particularly with respect to the rate of 
interest paid on outstanding bonds, 
one-man car operation, and diversion 
of traffic. The city attorney attacked 
the Market Street Railway’s practice 
of paying 7 per cent interest on its 
outstanding bonds which are in ex- 
cess of $5,000,000. No plan was sug- 
gested, however, whereby the com- 
pany’s outstanding bonds could be re- 
financed at a lesser interest rate, and 
moreover, the record shows that ap- 
plicant has been unsuccessful in its 
past efforts to effectuate such refinanc- 
ing. 

The record shows that the appli- 
cant has for a number of years past 
failed to earn a full return on its in- 
vestment, and there appears to be no 
relief in sight for the immediate fu- 
ture with operations under the present 
fare structure. Furthermore, this 





*Paragraph X, Application No. 21115: 
“That during the last five years the maxi- 
mum return on said value of $24,000,000, after 
deducting operating, depreciation, and main- 
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tenance expenses, has been not to exceed 3.31 
per cent in any year, and the average return 
during the said five years has been consider- 
ably less, that applicant has never paid any 
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carrier is now confronted with a sub- 
stantial increase in its operating ex- 
penses which cannot be met with the 
revenues it now receives or can rea- 
sonably expect to receive in the im- 
mediate future. Applicant’s estimates, 
however, are open to some criticism in 
a number of respects, to the effect that 
no recognition has been given to the 
upward trend of travel; that an un- 
warranted high percentage of token 
use has been assumed; and that no 
consideration has been given to the 
possibility of reducing operating ex- 
penses as a result of fewer cars being 
used after the effect of diversion has 
been realized, which reduction in ex- 
pense will also reflect in estimates of 
future labor expenses and taxes. The 
application of these changes in the 
estimate, however, would not be suffi- 
cient to meet the increased costs of 
operation. 

It is clear from this record that 
operation under any reasonable fare 
structure will not in the near future 
yield a revenue sufficient to provide a 
full return on any reasonable rate base 
of applicant’s property so long as the 
competing municipal lines are operat- 
ed on a 5-cent fare. For that reason 
this record does not deal with the 


matter of establishing a rate base for 
this property. In fact, the only refer- 
ence to valuation in this record is that 
which is contained in the application 
to the effect that a valuation made by 
the late M. M. O’Shaughnessy, for- 
mer city engineer of San Francisco, 
shows that the present fair value of 
applicant’s property is at least $24,- 
000,000.* 

It has been the practice of this car- 
rier for the past two years to set aside 
$500,000 a year as a depreciation al- 
lowance for the entire property. This 
amount is not supported by detailed 
studies, but it appears from this rec- 
ord, which the Commission’s investi- 
gation has confirmed, that a complete 
study of depreciation would not make 
sufficient difference in the matter now 
before us to change the conclusions of 
this order. 


[2] It is apparent from this record 
that the only means of meeting the 
increased operating expenses is 
through an increase in fares. As to 
just what plan this increased fare 
structure should follow, is a matter 
of prime importance to both applicant 
and the public; the objective is to 
prescribe a fare which will attract the 
greatest volume of traffic and at the 





dividend on its common stock; that it has paid 
no dividend on its preferred stock subsequent 
to the year 1921; that it has paid no dividend 
on its prior preferred stock for any period 
subsequent to the year 1923; and that no class 
of applicant’s stockholders has received any 
dividend whatever during the last thirteen 
years.” 
8 Paragraph IX, Application No. 21115: 
“That in accordance with the provisions 
of Ordinance No. 8125 (New Series) of the 
board of supervisors of the city and county 
of San Francisco, and under the directions 
of said board of supervisors, a report entitled 
Report on the Street Railway Transportation 
Requirements of San Francisco was heretofore 
prepared by Mr. M. M. O’Shaughnessy, city 
engineer of the city and county of San Fran- 


cisco, and was filed with said board of super- 
visors in the month of May, 1929; that Chief 
Engineer O’Shaughnessy reported in said re- 
port that the reproduction costs of the prop- 
erties of Market Street Railway Company as 
estimated by him as of June 30, 1928, was 
$45,859,006, and that the reproduction cost of 
said properties less the accrued depreciation, 
as estimated by him as of said date, was 
$28,602,831; that the additions and betterments 
to the property less retirements subsequent to 
June 30, 1928, have been $2,616,772.87, and 
retirements from June 30, 1928, to February 
28, 1937, have been $4,417,724.40; and that the 
present fair value of the property of applicant 
used and useful in its said service to the public 
is at least the sum of $24,000,000.” 
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same time provide sufficient revenue 
to meet the costs of performing the 
service. If applicant’s fare structure 
is adopted, and its estimates of diver- 
sion are correct, it means that appli- 
cant’s remaining patrons must pay in 
increased fares approximately $1,350,- 
000 in order that applicant may realize 
an increase in its gross earnings of 
approximately $350,000. We recog- 
nize that applicant is entitled to in- 
creased revenues ; but it is neither rea- 
sonable nor in the interest of the 
public or of the carrier for applicant's 
passengers to be penalized $1,000,000 
annually in order that applicant may 
realize $350,000 increased gross reve- 
nue. 

Local street transportation in San 
Francisco is different in a number of 
respects from that of any other city in 
the state, particularly as to the riding 
habit, average length of ride, and com- 
petition which involves three local 
street rail systems in addition to jit- 
ney busses. 

It is apparent that any increase in 
fares on applicant’s lines will result in 
some diversion of traffic to the lines 
of its competitors. The amount of 
such diversion, however, will be more 
or less in proportion to the volume of 
increase in fares. It is obvious that 
such diversion of traffic means that 
the remaining riders must not only 
make up for this loss, but also con- 
tribute to an added gross revenue if 
this carrier is to earn its increased 
operating costs, and also must neces- 
sarily result in some inconvenience to 
the riders who seek other means of 
transportation. 

In reviewing this record, the Com- 
Mission is not convinced that appli- 
cant’s proposed fare structure is one 
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which best meets the situation, in fact 
the president of the company has stat- 
ed that no consideration has been 
given to any other form of fare; that 
the estimates were of necessity only a 
guess ; and that experience alone could 
tell what results would obtain if the 
proposed fare structure were put into 
effect. 

The Commission has given consid- 
erable thought to the matter of select- 
ing a fare structure which will result 
in the least disturbance of traffic and 
at the same time provide the needed 
revenue in the most equitable manner. 
In our search for such a fare struc- 
ture, we have given consideration to 
applicant’s plan, and have likewise 
given consideration to a number of 
forms of fare, such as a straight 6- 
cent cash fare, zone fares, and the 
existing 5-cent fare in combination 
with a 2-cent charge for a transfer. 

[3] The Commission has conclud- 
ed that the existing 5-cent fare, in 
combination with a 2-cent charge for 
a transfer, affords the greatest prom- 
ise for the most favorable results to 
both the traveling public and the ap- 
plicant carrier. Such a plan can be 
adopted upon an experimental basis 
and if it develops that this fare is not 
fulfilling the requirements, the entire 
matter can be reviewed and a record 
developed which will place the Com- 
mission in a better position to select 
a form of fare best suited to meet the 
needs of the public and provide a rev- 
enue sufficient to meet the cost of 
performing the service. 

The Commission believes that if 
applicant retains its existing 5-cent 
cash fare and establishes a charge of 
2 cents for a transfer, its gross earn- 
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ings will be increased to an amount in 
excess of that which it estimates it 
will obtain from the fare structure 
proposed in this application. The 
adoption of such a course will at once 


spare almost 60 per cent of applicant’s 
patrons from any increased fare what- 
soever, and will save all of applicant’s 
patrons increased annual transporta- 
tion costs aggregating $1,000,000. 





OHIO PUBLIC UTILITIES COMMISSION 


The Ohio Fuel Gas Company 


City of Si cialeille 


[No. 10071.] 


Rates, § 57 — Commission jurisdiction — After ordinance expiration. 
1. The Commission has jurisdiction, under § 614-20 General Code, to fix 
and determine rates to be charged for gas service in a municipality after 
expiration of an ordinance contract establishing rates, p. 284. 


Rates, § 113 — Powers of municipality — Pending proceedings before Commis- 


sion. 


2. A municipality, after the expiration of an ordinance contract establish- 
ing gas rates, is not authorized to pass an ordinance regulating rates if at 
the date of enactment, when no contract exists, there is pending before 
the Commission undisposed of an application by the company for the fixing 


and determination of rates, p. 284. 


(Scuaser, Chairman, dissents. ) 
[August 31, 1937.] 
gorse and appeal by gas company from municipal 


ordinance regulating the price of gas; ordinance held to 
be null and void. 


- 


By the Commission: [1, 2] On 
the 2nd day of May, 1933, the city of 
Norwalk, Ohio, duly passed a 3-year 
gas rate ordinance which was later 
accepted by the company. This ordi- 
nance became effective June 1, 1933, 
and expired May 31, 1936. From this 
latter date until December 18, 1936, 
negotiations were had between the city 
and company looking toward an ami- 


cable adjustment of future rates. No 
such adjustment was made. On the 
said 18th day of December, 1936, the 
company duly filed herein an applica- 
tion for modification and increase of 
rates pursuant to the provisions of 
§ 614-20 General Code, being Cause 
No. 9996 herein. Then and there- 
after this Commission took cogni- 
zance of such application and proceed- 
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ed accordingly. Subsequent thereto 
and on or about the 5th day of Janu- 
ary, 1937, the city passed the rate or- 
dinance herein complained of. 

Section 614-20 General Code gives 
this Commission jurisdiction. Noth- 
ing in either the Constitution or stat- 
utes divests it. Cause No. 9996 was 
not concluded by this Commission at 
the time of enactment of such ordi- 
nance. Section 614-44 General Code 
provides, among other things, that a 
municipality may “‘at any time author- 
ized by law” fix utility rates. Under 
the circumstances, the city was not au- 
thorized to pass the ordinance in ques- 
tion. 


ScHABER, Chairman, dissenting: 
In my opinion, the action of the ma- 
jority Commissioners in discontinuing 
this appeal, predicated upon the find- 
ing that the ordinance of the city of 
Norwalk, Ohio, passed January 5, 
1937, is void, is contrary to law. For 
anumber of years past The Ohio Fuel 
Gas Company as a public utility has 
been engaged in the business of sup- 
plying natural gas for lighting, power, 
and heating purposes to the citizens 
and inhabitants of the city of Nor- 
walk, the price and rates therefore be- 
ing those determined by ordinance 
adopted by that city, passed May 2, 
1933, effective June 1, 1933, for a pe- 
riod of three years. Following the 
passage of that ordinance the gas 
company duly assented thereto by 
written acceptance as provided by 
law. As this ordinance was about to 
expire, and before such expiration, 
conferences were held between repre- 
sentatives of the city and the company 
with the view to negotiating the rates 
to be charged by the gas company 
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after such ordinance had expired. 
These negotiations continued after the 
expiration of the ordinance without 
result in the determination of a rate 
satisfactory to both the city and the 
company. Whereupon the company 
on the 16th day of December, 1936, 
filed its application with this Commis- 
sion for modification and increase of 
rates to be charged for natural gas 
service to be rendered by it in said city 
of Norwalk pursuant to the provisions 
of § 614-20 General Code, which ap- 
plication is known as Cause No. 9996 
on the docket of this Commission. 
The Commission took proper cogni- 
zance of said application and proceed- 
ed as required by said section, al- 
though such proceeding had pro- 
gressed only to the extent of referring 
the application to the engineering de- 
partment for an investigation of the 
facts set forth in the application and 
exhibits thereto attached. Nothing 
has as yet been done in the making of 
said investigation. 

Subsequent to the time this appli- 
cation was filed, the council of the city 
of Norwalk on January 5, 1937, 
passed an ordinance entitled “Orpt- 
NANCE—An ordinance regulating the 
price which may be charged for natu- 
ral, mixed, or manufactured gas by 
The Ohio Fuel Gas Company in the 
city of Norwalk, Ohio, during the pe- 
riod of five years from and after the 
effective date of this ordinance.” No 
question has been raised as to the 
regularity of the passage of said ordi- 
nance by the council of said city or of 
any requirements subsequent thereto 
on the part of said city or any of its 
officials. 

Within sixty days after the passage 
of said ordinance, to wit, March 4, 
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1937, The Ohio Fuel Gas Company 
filed with this Commission its com- 
plaint and appeal therefrom in man- 
ner and form as provided for in 
§ 614-44 of the General Code and 
elected at the same time to charge dur- 
ing the pendency of said appeal its 
schedule of rates and charges which 
were in effect in Norwalk immediate- 
ly prior to the taking effect of said 
ordinance and gave and filed an un- 
dertaking in an amount as determined 
by the Commission conditioned that 
such utility refund to each of its con- 
sumers the amount collected by it in 
excess of the amount which shall fi- 
nally be determined it was authorized 
to collect from such consumers. This 
undertaking was approved by the 
Commission on March 5, 1937. 

In addition to the usual matters set 
forth in complaints and appeals of 
that character, the company avers that 
said ordinance is void and of no ef- 
fect. This allegation on the part of 
the company is as follows: 

“That during the intervening pe- 
riod from June 1, 1936, and the en- 
actment of the said ordinance of Jan- 
uary 5, 1937, conferences were held 
from time to time between representa- 
tives of the city and the company to 
consider the company’s request and 
showing of facts that said rate then 
being collected by company was not 
sufficient to allow it a reasonable re- 
turn for the service rendered. The 
city failing to take action on the com- 
pany’s request or any action whatever 
with reference to a further rate ordi- 
nance, the company did, on December 
18, 1936, file with this Commission in 
due manner and form its application 
for modification and increase of rates 
for natural gas service in the city of 


Norwalk, Ohio, in Application No, 
9996 entitled: ‘In the Matter of the 
Rate of The Ohio Fuel Gas Company 
for Natural Gas to Be Furnished to 
the City of Norwalk, Ohio, and the 
Inhabitants Thereof.’ While | the 
Commission has been and still is giv- 
ing consideration to said application 
on its merits it has not concluded its 
investigation. With said application 
so pending and being so considered it 
is the position of The Ohio Fuel Gas 
Company hereby submitted to this 
Commission that the city of Norwalk, 
having failed and refused to exercise 
its jurisdiction to pass a rate ordi- 
nance prior to the filing of said appli- 
cation, lost its right to enact such or- 
dinance subsequent to the filing of 
said application and consequently was 
without authority in law to pass this 
purported ordinance on January 5, 
1937, and the Commission is there- 
fore requested to consider in the first 
instance and to decide that said ordi- 
nance so passed is void and of no ef- 
fect.” 

The company also prayed in its said 
complaint and appeal that the Com- 
mission first consider and determine 
that said ordinance is invalid for the 
reasons stated. It was upon consid- 
eration of that allegation and prayer 
that the Commission entered the or- 
der herein discontinuing this proceed- 
ing. 

The holding herein as announced 
by the majority Commissioners is to 
the effect that when a gas or natural 
gas company (and would be equally 
applicable to an electric light compa- 
ny) files an application to establish a 
rate or charge or to modify, amend, 
change, or increase any existing rate, 
toll, or charge after a municipal rate- 
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fixing ordinance has expired, the mu- 
nicipality loses all authority to regu- 
late the price which such company 
may charge for gas furnished by it to 
the citizens of such municipality for 
lighting or fuel purposes. With this 
I am not in accord. 

The power to regulate the rates of 
public utilities rests in the state. Util- 
ity regulation is a legislative function 
of the government and this power to 
regulate, generally referred to as the 
police power, must be exercised either 
directly by the state or be delegated to 
some political subdivision of the gov- 
ernment or special agency. In Ohio 
the municipalities constitute such po- 
litical subdivisions and the Public Util- 
ities Commission constitutes such an 
agency. 

In the case of Cleveland Teleph. Co. 
y. Cleveland (1918) 98 Ohio St. 358, 
P.U.R.1919C, 136, 121 N. E. 701, 
the supreme court declared the follow- 
ing legal proposition (a) the regula- 
tion of rates for services rendered or 
commodity furnished by a public util- 
ity is an exercise of police power, (b) 
§ 3of Art. XVIII of the Constitution 
of Ohio, as amended September 3, 
1912, confers upon the municipalities 
of this state authority to adopt and 
enforce within their limits such local 
police regulations as are not in con- 
flict with general laws. From this we 
gather that a municipality has the au- 
thority to regulate rates for services 
rendered or commodity furnished by 
a public utility within the limits of 
such municipality when not in conflict 
with general laws, and in the case of 
Leis v. Cleveland R. Co. (1920) 101 
Ohio St. 162, 128 N. E. 73, the court 
said that the words “general laws” 
as used in said § 3 of Art. XVIII of 
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the Constitution'refer to laws passed 
by the legislature which are of gener- 
al application throughout the state. It 
must be conceded that §§ 3982 and 
3983 of the General Code are of gen- 
eral application throughout the state 
and come within the term “general 
laws” as used in our Constitution. 
These sections are as follows: 

“Section 3982. Council may regu- 
late price of electric light, gas and 
water.—The council of a municipal- 
ity in which electric lighting compa- 
nies, natural or artificial gas compa- 
nies, gas light or coke companies, or 
companies for supplying water for 
public or private consumption are es- 
tablished, or into which their wires, 
mains, or pipes are conducted, may 
regulate from time to time the price 
which such companies may charge for 
electric light, or for gas for lighting 
or fuel purposes, or for water for pub- 
lic or private consumption, furnished 
by such companies to the citizens, pub- 
lic grounds, and buildings, streets, 
lanes, alleys, avenues, wharves, and 
landing places, or for fire protection. 
Such companies shall in no event 
charge more for electric light, natural 
or artificial gas, or water, furnished 
to such corporation or individuals, 
than the price specified by ordinance 
of council. ss 

“Section 3983. Minimum price 
not to be reduced during term agreed 
upon.—If council fixes the price at 
which it shall require a company to 
furnish electricity or either natural or 
artificial gas to the citizens, or public 
buildings or for the purpose of light- 
ing the streets, alleys, avenues, 
wharves, landing places, public 
grounds or other places or for other 
purposes, for a period not exceeding 
20 P.U.R.(N.S.) 
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ten years, and the company or person 
so to furnish such electricity or gas 
assents thereto, by written acceptance 
filed in the office of the auditor or clerk 
of the corporation, the council shall 
not require such company to furnish 
electricity or either natural or artifi- 
cial gas, as the case may be, at a less 
price during the period of time agreed 
on, not exceeding such ten years.” 
These sections were in force long 
before the adoption of the 1913 
amendment to our Constitution and 
were again given full recognition as 
to force and effect by the legislature 
(see $$ 614-44 and 61447 of the 
General Code) when it created the 
Public Service Commission of Ohio, 
later changed to the Public Utilities 
Commission of Ohio, in 1911 and are 
still the law of this state. Section 
3982 provides that the council of a 
municipality in which a natural gas 
company is established may regulate 
from time to time the price which 
such company may charge for gas for 
lighting or fuel service. This section 
confers the regulatory powers on the 
municipality. The only place in the 
statute in which the words “regulate 
from time to time’ are found is in 
§ 3982 of the General Code. Section 
3983 General Code is not a regulatory 
statute. It simply limits the term for 
which the municipality can fix the 
rate with the assent of the company. 
In the case of State ex rel. Attorney 
General v. Ironton Gas Co. (1881) 37 
Ohio St. 45, it was decided that a pro- 
vision in an ordinance fixing the price 
of gas for certain periods, if accepted 
by the gas company, precludes the city 
from lowering the price for the period 
named, but if not thus accepted, the 
power of the council to regulate the 


20 P.U.R.(N.S.) 


price is as ample as if the ordinance 
contained no such provision. When 
the Public Service Commission, now 
the Public Utilities Commission, was 
created in 1911, §§ 614-44, 614-46 
and 614-47 were enacted and pro 
vided that a municipal corporation in 
which a public utility is established 
may by ordinance at any time within 
one year before the expiration of the 
contract entered into under the provi- 
sion of §§ 3982 and 3983 of the Gen- 
eral Code between the municipality and 
such public utility with respect to the 
rate, etc., to be charged for any com- 
modity by such public utility, or at any 
other time authorized by law, proceed 
to fix the rate, etc., such public utility 
may charge for its coifimodity or serv- 
ice for an ensuing period as provided 
in said §§ 3982 and 3983 of the Gener- 
al Code. As already noted in § 3982 
of the General Code, a municipality 
may regulate from time to time the 
price that such utility may charge and 
only when the ordinance has been ac- 
cepted by the utility does a contract 
come into being, whereupon the mu- 
nicipality cannot require the company 
to furnish its service at a less price 
during the term of the time agreed up- 
on, not exceeding ten years. The mu- 
nicipality may, however, by virtue of 
§ 61444 of the General Code, at any 
time within one year before the expira- 
tion of such contract, by ordinance fix 
a rate for an ensuing period; that 
when a contract exists the council can 
act within one year before the expira- 
tion thereof to fix a rate effective after 
the expiration of the contract, further- 
more after the contract ordinance has 
expired, the municipality may there- 
upon from time to time regulate the 
price to be charged by the utility. 
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This latter authority is what is meant 
by § 614-44 General Code when re- 
ferring to “any other time authorized 
by law” in which the municipality may 
proceed to fix the price a utility may 
charge for its product or service, as 
provided in said § 3983 of the General 
Code. These various sections have 
been under consideration by the su- 
preme court and in the case of Mutual 
Electric Co. v. Pomeroy (1918) 99 
Ohio St. 75, 84, 124 N. E. 58, we find 
the following : 

“Tt clearly appears from the provi- 
sions of §§ 3982 and 614-44 General 
Code, that the general assembly in- 
tended to, and did, confer, absolutely, 
authority upon the council of a mu- 
nicipality to regulate from time to 
time the price that electric lighting 
companies, natural or artificial gas 
companies, gas light or coke compa- 
nies, or companies for supplying wa- 
ter for public or private consumption, 
might charge for electric light or for 
gas for lighting, or fuel purposes, or 
for water for public or private con- 
sumption, furnished by such compa- 
nies to the citizens, public grounds and 
buildings, streets, alleys, lanes, ave- 
nues, wharves or landing places, or 
for fire protection; and this authority 
is limited only by the right of refer- 
endum, the right to appeal to the Util- 
ities Commission, and by §§ 3983 and 
614-44, General Code, which provide 
that where any such company files an 
acceptance of the rates in writing in 
the office of the auditor or clerk of 
the corporation the council shall not 
require such company to furnish its 
product at a less price during the 10- 
year period.” 

Again in the case of Ohio River 


Power Co. v. Steubenville (1919) 99 
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Ohio Ct. 421, 426, 124 N. E. 246, the 
court said: “Section 3982 does not 
contemplate a contract. On the con- 
trary, it grants arbitrary power to the 
council to fix rates from time to time, 
regardless of the consent of the util- 
ity.” 

It would thus appear that ample, ab- 
solute, and complete power is lodged 
in the municipality to fix utility rates 
applicable in said municipality. The 
council has primary authority to fix 
such rates limited only by the right 
of referendum and subject only to 
review by the Public Utilities Com- 
mission. This power, in my opinion, 
is absolute, but we are told that when 
a public utility invokes the jurisdic- 
tion of the Public Utilities Commis- 
sion upon application to fix rates un- 
der § 614-20, General Code, this pow- 
er and authority is lost to the munici- 
pality. All doubt as to the primary, 
absolute, and continuing authority to 
fix rates being in the municipality has 
been wholly removed by § 614-47, 
General Code, which expressly pro- 
vides that the Utility Act, and of 
which § 614-20 is a part, shall not 
apply to any rate or price prescribed 
or fixed by a municipality under 
§§ 3982 and 3983 General Code, ex- 
cept as provided in §§ 614-44, 614— 
45, and 61446, General Code. These 
latter sections, as already pointed out, 
are the sections providing for an ap- 
peal from a municipal ordinance to 
the Public Utilities Commission. 
Clearly the utility act does not apply 
to any rates fixed by a municipality 
other than a review thereof by the 
Public Utilities Commission and nec- 
essarily no proceeding can be had for 
the establishment or fixing of a rate 
under § 614-20, General Code, when 
20 P.U.R.(N.S.) 
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a rate has been established by munici- 
pal authority, and this is true whether 
the ordinance was passed and effective 
prior to or after the filing of an appli- 
cation by a public utility under § 614— 
20, General Code. In other words, 
that whenever a municipality acts fix- 
ing a rate, no other rate can be sub- 
stituted therefor or any other rate 
fixed or established either by the util- 
ity or by the Public Utilities Commis- 
sion under any provisions of the Util- 
ity Act, except as provided for in 
§§ 61444, 614-45, and 61446, Gen- 
eral Code. This proposition was 
clearly recognized by the supreme 
court in the case of Ohio River Pow- 
er Co. v. Steubenville, supra, at p. 427 
of 99 Ohio St. where we find the fol- 
lowing in the opinion: 

“Section 614-44, General Code, 
specifically authorizes municipal cor- 
porations to fix by ordinance the price, 
rate, charge, toll, or rental, that a pub- 
lic utility of this character may charge, 
demand, exact, or collect therefor, for 
an ensuing period, as provided in 
§§ 3644, 3982, 3983, General Code, 
and also provides for the filing of ac- 
ceptance of such rate by the company, 
as provided in § 3983, General Code; 
and § 614-47 expressly provides that 
the utilities act shall not apply to prices 
fixed under authority of these sec- 
tions.” 

The Public Utilities Commission 
of Ohio is created, and its duties de- 
fined, by statute. In the case of Cin- 
cinnati v.° Public Utilities Commis- 
sion (1917) 96 Ohio St. 270, 117 N. 
E. 381, it is declared in the syllabus: 
“The powers of the Public Utilities 
Commission are conferred by statute 
and it possesses no authority other 
than that thus vested in it.” 


20 P.U.R.(N.S.) 


What will be the effect of a rate 
fixed by the Commission upon appli- 
cation of a utility filed under § 614-20 
of the General Code? Such applica. 
tion, after investigation, comes on for 
hearing and if the proposed rate is 
found to be unjust, the Commission 
proceeds under § 614-23, General 
Code, to fix and determine the just 
and reasonable rate to be thereafter 
charged, and then we find in the see- 
tion a provision that thereafter no 
change in the rate or charge shall be 
made by such public utility without 
the order of the Commission. Would 
it therefore not follow that after a 
rate has been fixed upon such an ap- 
plication under § 614—20 the munici- 
pality is ever after divested of all 
right to fix a rate by ordinance? Sure- 
ly such was not the intent of the legis- 
lature, nor has it ever been even 
dreamed of to be the law. Ohio is 
a typical home rule state and it was 
never intended that our municipalities 
should lose the right and power to fix 
and determine rates to be charged for 
services rendered or commodity fur- 
nished by a gas company to the inhabi- 
tants of the municipality. It might 
be mentioned that but once since the 
original § 614-44, General Code, was 
enacted has it been amended, and so 
amended by adding thereto the fol- 
lowing provision : 

“Provided, however, if the council 
of any municipality fails by ordinance 
to regulate the rates to be charged by 
any utility engaged in business of 
supplying water for public or private 
consumption within sixty days after 
the expiration of any unlawful rate, 
such water company or one percentum 
of qualified electors of the municipal- 
ity may petition the Public Utilities 
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Commission to fix the just and rea- 
sonable rates for the furnishing of 
such services, and the Public Utilities 
Commission may thereupon proceed 
to fix the just and reasonable rates, 
tolls, and charges for such services 
which may be charged for a period of 
two years from the date of the filing 
of such petition and thereafter until 
changed, altered, or modified by the 
council of such municipality or fur- 
ther order of the Commission upon 
like application.” 

That amendment appears signifi- 
cant when we consider the matter now 
before us. This new matter provides 
that when a municipality has failed by 
ordinance to regulate the rates to be 
charged by any public utility engaged 
in the business of supplying water for 
public or private consumption within 
sixty days after the expiration of any 
lawful rate, then the water company 
or a certain per cent of the electors of 
the municipality might petition the 
Public Utilities Commission to fix the 
rates for the furnishing of such serv- 
ice. This is the only section that ap- 
pears to take from a municipality pow- 
er to pass an ordinance fixing rates 
for public utility service, and in this 
case limited to water companies, and 
then only for two years, where the 
municipality fails to act within a cer- 
tain time. Only after a municipality 
has failed to act within sixty days 
after the expiration of an ordinance 
has the Public Utilities Commission 
authority to enter upon a proceeding 
to fix the rates to be charged by a 
water company. If the legislature did 
not intend that a municipality shall 
have absolute and continuing power 
to fix rates for gas service, why did it 
not insert a like provision in § 614-44 
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giving the Public Utilities Commis- 
sion authority to fix rates in the case 
of a gas company? 

The general assembly intended to, 
and did, confer, absolutely, authority 
upon the council of a municipality to 
regulate from time to time the price 
gas companies might charge for gas 
for lighting or fuel purposes furnished 
by such companies to the citizens of 
such municipality, and in the legisla- 
tion creating and defining the power 
of the Public Utilities Commission of 
Ohio, it (the general assembly) ex- 
plicitly preserves to municipalities the 
power to fix rates under §§ 3982 and 
3983 of the General Code. A public 
utility not satisfied with the rate so 
fixed by municipal ordinance may ap- 
peal to the Public Utilities Commis- 
sion and upon giving bond may con- 
tinue to collect the rate in force and 
effect immediately prior to the taking 
effect of the ordinance appealed from, 
until final action by the Commission 
upon such appeal, which may result 
in the ordinance rate being approved 
or a different rate substituted for the 
one fixed by ordinance. Should the 
ordinance rate, if approved, or any 
rate substituted therefor by the Com- 
mission be lower than the collected 
rate, the utility is required in accord- 
ance with the condition of its bond to 
refund to each of its customers the 
amount collected by it in excess of the 
amount which is finally determined it 
is authorized to collect. This proceed- 
ing on appeal affords ample protec- 
tion to a utility in case the ordinance 
rate is found to be unjust or unrea- 
sonable to the utility or insufficient to 
yield reasonable compensation for the 
service rendered. While on the oth- 
er hand the public is protected against 
20 P.U.R.(N.S.) 
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any collection of an excessive rate on 
the part of the utility by virtue of the 
statute which requires the utility to 
refund to its customers the amount 
collected by it in excess of the amount 
found to be a just and reasonable rate. 

To sanction a proceeding whereby a 
public utility may file an application 
for adjustment or increase of rates 
under § 614-20, General Code, and 
thereby divesting a municipality of its 
power to pass a rate ordinance could 
make it possible for a utility to defeat 
the purpose and intent of our statutes 
that a utility can only collect existing 
rates where it is proposed by a munici- 
pality to reduce the rate by giving bond 
to refund any excess should it be aft- 
erwards determined that the rate col- 
lected is excessive. In many instances 
a municipality, because of negotia- 
tions and conferences with the repre- 
sentatives of a utility pertaining to fu- 
ture rates, or otherwise, delays or 
neglects to pass a new rate ordinance 
before the expiration of an existing 
ordinance and in such a case the util- 
ity, under the proceeding as here 
pointed out, can, upon being a little 
more diligent than the municipal au- 
thorities, file its application with the 
Public Utilities Commission under 
§ 614-20, General Code, and ever 
after divest the municipality of the 
power to pass any rate ordinance. It 
is my view that only in the case where 
there is no municipal rate ordinance 
in effect can this Commission under- 
take to approve or fix a rate pursuant 
to § 614-20, General Code, also that 
should an application be on file under 
§ 614-20, General Code, and a mu- 
nicipality then acts by ordinance to fix 
a rate, that immediately upon such 
ordinance taking effect all authority 


20 P.U.R.(N.S.) 


to proceed with the consideration of 
said application ceases and terminates 
and the rate fixed by said ordinance 
becomes the effective rate applicable 
to the service provided for in the or- 
dinance subject only to a review there- 
of upon appeal to the Public Utilities 
Commission. 

My position herein is in harmony 
with that taken by this Commission 
more than seventeen years ago where- 
in it refused to put into effect the pro- 
posed schedule presented by the Ohio 
Electric Railway Company in the city 
of Lima, after the city had passed an 
ordinance fixing rates to be charged 
by said company in said city, notwith- 
standing the ordinance was _ passed 
after the application had been filed on 
the part of the company to put said 
schedule into effect. The facts in that 
case are fully set forth in State ex rel. 
Ohio Electric R. Co. v. Public Utili- 
ties Commission (1920) 101 Ohio St. 
313, 128 N. E. 83, although the su- 
preme court disposed of that case up- 
on another ground. 

My views herein are in no way in 
conflict, as I take it, with the holding 
of the supreme court in the case of 
Cleveland Teleph. Co. v. Cleveland, 
supra, as that case was one involving 
telephone rates and it is apparent to all 
that §§ 3982 and 3983 herein re- 
ferred to do not authorize municipal 
councils to fix telephone rates, nor do 
we find any other section authorizing 
municipalities to fix telephone rates. 
Therefore, any action by municipali- 
ties fixing telephone rates would be in 
conflict with general laws and the only 
general laws applicable to the fixing of 
telephone rates are those in the Util- 
ity Act. 
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THE OHIO FUEL GAS CO. v. CITY OF NORWALK 


ORDER 


This day, this matter came on for 
final consideration upon the applica- 
tion of the appellant, The Ohio Fuel 
Gas Company, that the Commission 
determine to be void and of no effect 
the ordinance passed January 5, 1937, 
by the council of the city of Norwalk, 
Ohio, entitled an ordinance regulating 
the price which may be charged for 
natural, mixed, or manufactured gas 
by The Ohio Fuel Gas Company in the 
city of Norwalk, Ohio, during the pe- 
riod of five years from and after the 
effective date of this ordinance, and 
the argument of counsel. 

The Commission, being fully ad- 
vised in the premises, and having this 
day made and filed in writing its find- 
ings of fact herein, hereby further 
finds : 

That the said ordinance is null and 
void and of no effect for the reason 


that the same was enacted by the coun- 
cil of the city of Norwalk, Ohio, at a 
date other than within one year prior 
to the expiration of the previous con- 
tract by and between the city of Nor- 
walk, Ohio, and The Ohio Fuel Gas 
Company regulating and fixing the 
rates to be charged in the city of Nor- 
walk, Ohio, for natural gas and 

That, at the time of its said enact- 
ment upon a date when no such con- 
tract existed, there was pending be- 
fore this Commission undisposed of 
an application by said The Ohio Fuel 
Gas Company for the fixing and de- 
termination of the rates to be charged 
for natural gas service in said city, 
such application being brought by vir- 
tue of the provisions of § 614-20 of 
the General Code of Ohio. 

It is, therefore, 

Ordered, that all further proceed- 
ings herein be and hereby the same 
are discontinued. 
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Re Northern States Power Company et al. 


[2-U-657.] 


Rates, § 32 — Commission jurisdiction — Service to municipality. 
1. The broad powers conferred on the Commission under § 196.02 of the 
statutes apply with equal force to the rates and service contemplated under 
§ 66.06 (4) (a), relating to contracts by municipalities for light or heat, 


p. 295. 


Service, § 31 — Commission jurisdiction — Term of contract — Resale service 


to municipality. 


2. The Commission has authority to prescribe the term of a contract as 
a condition of availability of any particular schedule of electric rates for 


resale service to municipalities, p. 295. 
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Service, § 157 — Term of contract — Wholesale service to municipality — Rela- 
tion to rates. 
3. The term of a contract for resale service by an electric utility compan 
to a municipality is a vital and essential part of the rate and should be 
prescribed as a condition of its availability, p. 295. 


Rates, § 367 — Electric — Resale service to municipality — Term of service. 


4. The level of electric rates for resale service to municipalities depends 
in part upon the term of service which can be secured, p. 295. 


Service, § 157 — Term of contract — Resale service to municipality. 
5. A contract term of ten years without privilege of cancellation before 
expiration was held unreasonable as a condition of availability of resale 
electric rates for existing municipal customers, but such a term was held 
reasonable for the initial service period of new customers requiring special 
additional investments in excess of five times the anticipated annual revenue, 
p. 299. 


Service, § 157 — Term of contract — Resale service to municipalities. 


6. A contract term of ten years with a cancellation privilege at the expira- 
tion of five years was held reasonable as a condition of availability of resale 
electric rates for existing municipal customers, and such term and privilege, 
after the expiration of an initial 10-year term of service, was held reason- 
able for new customers requiring special additional investment in excess 
of five times the estimated annual revenue, p. 299. 


Depreciation, § 29 — Annual amount — Past experience. 
7. Depreciation rates normally should reflect past experience with respect 
to the service lives of electric equipment devoted to resale service, p. 299. 
Rates, § 237 — Filing of schedules — Resale service — “Open order.” 


8. An electric utility company was required to file its resale schedule as 
an “open order” filing subject to the contract terms provided in the schedule, 


p. 301. 


Rates, § 367 — Electric — Resale service to municipality — Characteristics. 
Discussion of the characteristics of resale service to municipalities as affect- 
ing electric rates, with consideration of possible necessity of amortizing 
investment during term of service, the highly competitive nature of the 
market, distinguishing marks of this service as compared with service to 
industrial customers, diversity in use of distribution facilities, and equip- 
ment designed to insure proper voltage regulation and continuity of service, 

. 296. 
. [August 27, 1937.] 
easier hearing in investigation of rates, rules, practices, 
and activities of electric utility companies with respect to 
service furnished for resale to certain municipal and other public 
utility customers; terms and conditions of service prescribed. 
See also 19 P.U.R.(N.S.) 153. 


¥ 


By the Commission: Under date locutory opinion and order in the 
of May 27, 1937 (19 P.U.R.(N.S.) above docket prescribing revised rates 
153) the Commission issued an inter- for several classes of service furnished 
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by the respondents. Among the re- 
vised rates prescribed was a reduced 
schedule of rates to be made available 
for service furnished for resale to cer- 
tain municipal and other public utility 
customers served by the respondents. 

Since the issuance of the order of 
May 27, 1937, supra, the city of 
Bloomer by its city attorney has raised 
certain questions relative to the mean- 
ing of the order in so far as it refers 
to the period of years to be covered 
by the contracts at the new rates. In 
view of the questions raised the Com- 
mission deemed it advisable to hold a 
further hearing and issued its order 
therefor on June 30, 1937. 

A hearing was held in Madison on 
July 13, 1937, at which the following 
appearances were entered: City of 
Bloomer, by J. G. Prueher, City At- 
torney, F. C. Dutton, City Clerk, and 
Charles Reetz, Mayor; city of Rice 
Lake, by H. T. Thorson, City Attor- 
ney, and T. G. Hoff, City Clerk; city 
of Colby, by J. G. Prueher, Attorney, 
C. R. Whitney, Alderman, and Wil- 
liam Dallman, Manager, Municipal 
Water and Light Department ; North- 
ern States Power Company and Mid- 
land Public Service Company, by J. 
M. Campbell, Attorney, Bundy, Beach 
& Holland, Eau Claire, and G. V. 
Rork, Division Manager, Eau Claire. 

Since the date of the hearing briefs 
have been filed by counsel for petition- 
ers and respondents. 

The particular portions of the opin- 
ion and order of May 27, 1937, supra, 
at p. 159, which refer to the availabil- 
ity of the new release rate are as fol- 
lows : 

“As in the case of street lighting 
service, we believe that the company 
should be given a limited period of 
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time to negotiate new-term contracts 
with its resale customers. We believe 
that a period of sixty days from the 
effective date of this order will per- 
mit the company sufficient time to ne- 
gotiate these contracts, which upon 
signing are to become effective as of 
the date offered.” 

“It is further ordered that the new 
rates shall be made effective on bills 
rendered after July 1, 1937, except in 
the case of rates for resale, power, and 
street lighting service which shall be 
made effective within the periods pro- 
vided in the foregoing opinion.” 

Counsel for the cities of Bloomer, 
Colby, and Rice Lake, contend that 
the word “term” as used in the Com- 
mission’s order of May 27, 1937, su- 
pra, quoted above, can only refer to 
the rate itself and not to the contract 
period since, according to counsel for 
the petitioners, the Commission has no 
jurisdiction over the contract period 
and such a construction of the word 
“term” would result in the entry of an 
illegal order. 

[1-4] Irrespective of what the ef- 
fect may be on the legality of the or- 
der of May 27, 1937, supra, the Com- 
mission used the word “term” to re- 
fer to the contract period which might 
result from the negotiation of the com- 
panies with their resale customers un- 
der the rate schedule provided in the 
order. We believe that the construc- 
tion used by the counsel for the peti- 
tioners is not warranted by the termi- 
nology used in the order or by com- 
mon usage. Since “term” as used by 
the Commission in its order of May 
27, 1937, supra, did refer to contract 
period, the principal issue to be re- 
solved herein is whether under the 
laws of Wisconsin this Commission 
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has authority to prescribe the term of 
a contract as a condition of availabil- 
ity of any particular schedule of rates 
for resale service. 

Section 196.02, Pars. (1) and (2) 
of the Stats., provides “(1) The Com- 
mission is vested with power and ju- 
risdiction to supervise and regulate 
every public utility in this state and 
to do all things necessary and conven- 
ient in the exercise of such power and 
jurisdiction; (2) the Commission 
shall provide for a comprehensive 
classification of service for each pub- 
lic utility, and such classification may 
take into account the quantity used, 
the time when used, the purpose for 
which used, and any other reasonable 
consideration. Each public utility is 
required to conform its schedule of 
rates, tolls, and charges to such classi- 
fication.”’ 

The Wisconsin supreme court has 
emphasized the completeness of the 
powers conferred under this statute by 
stating that “The jurisdiction and 
powers as thus defined by § 196.02 
are broad, comprehensive, and all in- 
clusive. . .” Commonwealth 
Teleph. Co. v. Carley, 192 Wis. 464, 
P.U.R.1927C, 164, 213 N. W. 469. 

Section 66.06 (4) (a) provides that 
“Cities and villages may contract for 
furnishing light or heat to the munici- 
pality or to the inhabitants thereof for 
a period of not more than ten years or 
for an indeterminate period if the 
prices shall be subject to adjustment 
at intervals of not greater than five 
years. The Commission shall have ju- 
risdiction relative to the rates and 
service to any city or village where 
light or heat is furnished to such city 
or village under any contract or ar- 
rangement, to the same extent that it 


has jurisdiction where such service is 
furnished directly to the public.” [Ital- 
ics supplied. ] 

From the language of the statute it 
appears evident that the broad powers 
conferred on the Commission under 
§ 196.02 apply with equal force to the 
rates and service contemplated under 
§ 66.06 (4) (a). It is noteworthy 
that italicized portion of § 66.06 (4) 
(a) was added by the 1931 legislature. 

In the last analysis it appears to the 
Commission that the real question in- 
volved is whether the period of dura- 
tion of a contract for resale service is 
such a vital and essential part of the 
rate as to bring it within the scope of 
the broad jurisdiction granted by the 
statutes. For a number of reasons 
considered below, we believe that the 
term of resale contracts is a proper 
matter to be considered by this Com- 
mission. 

As indicated by counsel for the re- 
spondents, the vendor does not ordi- 
narily hold an indeterminate permit 
or franchise rights in the municipality 
to whom it sells energy for resale. Its 
installation of facilities to furnish 
service to such a municipality must of 
necessity be conditioned by such rights 
and privileges as the municipality may 
deem it necessary to grant in order to 
secure the service. Unless covered by 
contract, these rights and privileges 
are terminable at any time at the pleas- 
ure of the municipality. 

It should be remembered also that 
the type and character of the contracts 
under consideration differ in many re- 
spects from ordinary commercial con- 
tracts. Both the contracting parties, 
in their respective capacities as public 
utilities, are subject to certain restric- 
tions, because of the public interest in- 
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volved. The legislature has indicated 
that public policy will best be served 
if the contract period in the case of 
municipalities is limited to ten years. 
On the other hand, the vendor is pre- 
yented by the various antidiscrimina- 
tion statutes from applying rates and 
charges which might, within a rela- 
tively short period of time, amortize 
the investment which is rendered use- 
less when the vendee exercises its priv- 
lege of discontinuing the vendor’s 
service in favor of some alternative 
source of supply. 

The situation arising from the lack 
of an indeterminate permit or any oth- 
er exclusive monopolistic privileges 
gives to municipal resale business cer- 
tain characteristics not possessed to 
the same extent or degree by other 
classes of public utility business. The 
market is highly competitive and hence 
the retention of resale customers is be- 
set with uncertainty. Under ordinary 
conditions the municipalities are free 
to shop around for a source of supply 
and choose that which they think 
would best suit their needs. The fact 
that the alternative source of supply 
finally selected may result in higher 
costs of energy is no barrier. On the 
other hand, the vendor utility is not 
free to select its customers but must 
serve all customers within its terri- 
torial confines under reasonable ex- 
tension rules. Except as the vendor 
utility obtains indeterminate permit or 
other operating rights in municipali- 
ties, it is limited in its territorial ex- 
pansion. Its problem with respect to 
its other customers who are in a posi- 
tion to utilize alternative sources of 
supply is not so serious as in the case 
of municipal resale service. Such 
service is sold largely on a cost basis 


and, other things being equal, indus- 
trial customers prefer investing money 
in materials and processing equipment 
rather than electric generating facili- 
ties. This is particularly true of those 
industries which require a frequent 
turnover of invested capital to produce 
a profit. Because of the preponder- 
ance of fixed charges in the cost of 
generating electricity, investment in 
such equipment has a notoriously low 
rate of turnover and is not attractive 
to industrial customers unless substan- 
tial savings in costs can be demon- 
strated. 

There are other distinguishing fac- 
tors in municipal resale service such 
as the degree of voltage regulation, 
the necessity for continuity of service, 
the customers’ lack of control over its 
energy requirements, etc., which dis- 
tinguish it from other classes of public 
utility business rendered by the vend- 
or. All of the factors enumerated, as 
well as others, combine to make resale 
business relatively expensive to serve 
and hard to hold. 

With these factors in mind, it logi- 
cally follows that the level of the rates 
must depend in part upon the term of 
service which can be secured. For 
most classes of service, proper rates 
can usually be established by ascer- 
taining present costs after due consid- 
eration has been given to anticipated 
future needs. In these cases, future 
trends can be estimated with some de- 
gree of accuracy. Without term con- 
tracts, however, it is practically im- 
possible to determine future trends 
where the customer may at his option 
choose to discontinue service on short 
notice. 

In the case of service to large indus- 
trial customers, the company stated 
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that term contracts of three to five 
years were usually required. How- 
ever, the vendor can be fairly certain 
of retaining the customers’ business 
so long as the vendor’s energy costs 
compare favorably with those which 
could be obtained by other methods. 
Furthermore, even if some industrial 
customers are lost, the investment risk 
is not serious since most industrial cus- 
tomers are located in urban areas 
where facilities are used jointly to 
serve a number of customers. These 
other customers provide a diversity in 
the use of the distribution facilities, 
thereby reducing the unit investment 
per customer, and at the same time 
provide an opportunity for absorbing 
the capacity rendered idle by the loss 
of some customers. 

This situation does not obtain in 
the case of resale customers. As indi- 
cated previously, cost of energy may 
not be the only factor which is deter- 
minative of the source of supply which 
the municipality may choose. So far 
as investment in facilities is concerned, 
the investment per customer as relat- 
ed to its energy requirements is usu- 
ally much higher than for an industri- 
al customer. Most resale customers 
require some special transmission line 
facilities, a special substation, and oth- 
er equipment designed to insure prop- 
er voltage regulation and continuity of 
service. Since resale customers are 
not usually located close to other cus- 
tomers of similar size and because of 
their special service requirements, lit- 
tle, if any, diversity in the use of at 
least substation facilities can be ob- 
tained. Furthermore, the absence of 
other customers of comparable size at 
or near the same location makes it im- 
possible without removal to absorb the 


facilities (particularly substation and 
in some cases transmission line) 
which may be rendered idle by the dis- 
continuance of service by a resale cus- 
tomer. 


The resale rate schedule provided 
in the Commission’s order of May 27, 
1937 (19 P.U.R.(N.S.) 153) was 
based upon a detailed cost analysis pre- 
pared by the staff of the Commission, 
In this analysis consideration was giv- 
en to long-time average costs assuming 
about the same degree of stability in 
the future as has obtained in the past. 
However, the level of the prescribed 
rate is not sufficient to cover rapid or 
unusual amortization of any substan- 
tial additional equipment which might 
be required, and then rendered idle 
shortly thereafter by discontinuance 
of service. If the rate schedule were 
to be designed in such a manner as to 
provide for service only on an annual 
contract basis, some provision would, 
in many cases, have to be included 
therein to provide for either a con- 
tribution on the part of the customer 
or some amortization payments in the 
event a substantial additional invest- 
ment was made to meet the customers’ 
service requirements. Among the cost 
factors included in the rate schedule 
itself are provisions only for normal 
depreciation arising from the continu- 
ing use of the property by existing cus- 
tomers. No allowance was made for 
property which might be rendered pre- 
maturely idle or not useful by reason 
of canceling contracts and obtaining 
power from other sources. This con- 
tingency has been ignored because the 
prospect seemed remote that regular 
customers might be asked to shoulder 
a material amount of fixed costs of 
property properly attributable to an- 
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other, less assured class of business. 
Although the possibility of the loss of 
resale customers is ever present, it is 
interesting to note that most of the ex- 
isting resale customers have been tak- 
ing service over a long period of time. 
According to information submitted 
by the company, it or its predecessors 
began furnishing service to the pres- 
ent resale customers on the following 
dates : 

Augusta (Wisconsin Central Utili- 
ties Co.) July, 1915; Bangor (previ- 
ously served by Hussa Brothers Elec- 
tric Light & Power Company), 
March, 1922; Bloomer, July, 1914; 
Cadott, July, 1914; Colby, November, 
1919; Rice Lake, July, 1916; Westby, 
February, 1924. 

The testimony in this case indicates 
that the companies have in every in- 
stance solicited resale contracts with 
municipalities for a period of ten 
years—the maximum permitted under 
§ 66.06 (4) (a) of the Stats. Our 
analysis of the factors involved in 
rendering resale contracts points to no 
alternative other than to conclude that 
the duration of a resale contract is a 
vital and essential part of the rate un- 
der which such service is rendered. If 
this conclusion is valid we must now 
find whether a 10-year contract period 
is unreasonable, and if so, what termof 
contract is reasonable for such purpose 
as a condition of availability of the 
schedule of rates provided in the Com- 
mission’s order of May 27, 1937, supra. 

[5-7] We think that the circum- 
stances in this case as indicated by the 
record made at the hearing of July 13, 
1937, as well as the voluminous rec- 
ord made prior to that date in the Com- 
mission’s general investigation under 
Docket 2~U-657 are persuasive that 


a 10-year contract period for existing 
resale customers is unreasonable as a 
condition of availability of the rate 
schedule provided in the order of May 
27, 1937, supra. At the July 13, 1937, 
hearing a company witness testified in 
support of a 10-year contract period 
that the company was rapidly ap- 
proaching the limit of its firm power 
capacity and for this reason its com- 
mitments as to future generating ca- 
pacity must be fortified by stability in 
the capacity requirements of its cus- 
tomers. We appreciate that the com- 
pany’s firm power requirements have 
been growing rapidly in the past year, 
and we anticipate continued, if not 
faster, growth in the future partly as 
a result of the new promotional rates 
placed in effect by the Commission’s 
order of May 27, 1937, supra. 
Nevertheless, the Commission is 
not disposed to be unduly perturbed 
by the company’s asserted lack of firm 
capacity for several reasons. In the 
first place, the company now has in 
effect a contract with an affiliate, 
Northern States Power Company of 
Minnesota, whereby the Wisconsin 
company guarantees to deliver 67,- 
500,000 kilowatt hours per year at a 
uniform rate to the Minnesota com- 
pany and in addition is obligated to 
deliver dump power as available from 
time to time. The generating capacity 
required to deliver this guaranteed 
power is not less than 7,500 kilowatts 
and in all probability is considerably 
more, the amount of capacity being 
dependent upon the load factor at 
which the power is delivered. This 
contract was originally entered into 
April 1, 1923, for a period of twenty- 
five years but has been modified many 
times since then. These various modi- 
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fications and supplemental agreements 
call for different amounts of guaran- 
teed power and are terminable on thir- 
ty days’ written notice by either party. 
The fact that the Wisconsin company 
has not as yet attempted to cancel its 
obligation to furnish all or any part 
of the guaranteed power required un- 
der the contract contradicts its claim 
as to insufficient firm power capacity. 

Even if the Wisconsin company 
failed to alter its contract obligations 
for furnishing power outside of this 
state, the Commission is vested with 
ample authority under § 31.095 (1) 
(a) to require that such power be re- 
served for the use of Wisconsin resi- 
dents and sold thereto at reasonable 
rates. Further doubt is cast upon the 
company’s claim of an imminent short- 
age of firm power capacity by the evi- 
dence presented heretofore in the gen- 
eral investigation under this docket. 
Data presented therein indicates that 
additional firm capacity in the Wis- 
consin generating plants could be se- 
cured by certain changes in methods 
of operation. 

With these factors in mind we do 
not believe that in this particular case 
a 10-year term for resale contracts is 
required by any present circumstances 
or conditions relating to generating 
capacity. 

At the hearing a company witness 
also testified that the company attempt- 
ed to forecast its expansion program 
on a 5-year plan so that future increas- 
es in facilities could be anticipated and 
provisions made therefor in its budg- 
et. Although the witness cited this 
procedure as another factor in sup- 
port of a 10-year contract term, we 
fail to see where the company would 
derive any considerable advantage 


from such a contract term in so far as 
its budgetary and forecasting practice 
is concerned. 

One of the more important factors 
which we believe should be considered 
in this connection is the type of equip- 
ment used in furnishing resale sery- 
ice, its cost, salvage value, and cost of 
removal. Most of the local equip- 
ment used in furnishing resale service 
is of a standard type which can be 
used in the company’s retail communi- 
ties as well as for resale service. The 
company in its brief and _ testimony 
stressed the fact that inadequacy was 
a frequent cause of foreshortened life 
of equipment and facilities devoted to 
resale service. While this may be 
true, we do not regard it as lending 
support to the company’s argument for 
a 10-year contract term. The depre- 
ciation rates normally should reflect 
past experience with respect to the serv- 
ice lives of such equipment. Further- 
more, in the past the company has re- 
duced its liability for replacement due 
to inadequacy by including in its re- 
sale contracts an agreement as to the 
maximum amount of capacity to be 
furnished thereunder. 

However, where service must be 
abandoned due to the loss of a resale 
customer a considerable cost not ac- 
counted for in the rate schedule itself 
may be incurred either because of the 
necessity for removal of the facilities 
and equipment or because a large pro- 
portion of their capacity was rendered 
idle. In some cases this cost might 
not be great; on the other hand, if the 
removal of a long, high-voltage trans- 
mission line was involved or if the 
principal business served from the line 
was lost, an unfair burden would be 
thrown upon the remaining customers 
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where the line had to be removed or 
where the remaining business could 
support only a small fraction of the in- 
yestment and operating costs. So far 
as substations and like equipment are 
concerned, the loss usually would not 
be great especially for companies serv- 
ing a fairly widespread and diversi- 
fied area. On the other hand, a seri- 
ous loss in salvage value might be in- 
curred by a small company which had 
no other location at which the equip- 
ment could be used. 

Still another item of cost discussed 
at the hearing was the expense of se- 
curing and renewing contracts. No 
evidence was presented to indicate the 
exact cost of such negotiations al- 
though the company’s witness stated 
it to be considerable. Whether or not 
the costs thus incurred by this com- 
pany were necessary or justified has 
been questioned by counsel for the pe- 
titioners. 

In summary, the foregoing facts 
and analyses lead us to conclude that, 
under the circumstances of this case, 
the maximum period for which exist- 
ing resale customers may reasonably 
be required to take service under the 
schedule of rates provided in the or- 
der of May 27, 1937, supra, without 
the privilege of termination is five 
years. In order to eliminate the ne- 
cessity of negotiating new contracts 
every five years, the contract period 
may reasonably be fixed at ten years 
with a cancellation clause permitting 
the customer to cancel the contract at 
the termination of the first 5-year pe- 
tiod upon six months’ written notice 
of its intention so to do. In the case 
of new resale customers requiring spe- 
cial additional investments in excess 
of five times the anticipated annual 
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revenue, it may be proper and reason- 
able to withhold the cancellation priv- 
ilege for the initial 10-year period in 
order to compensate for the special in- 
vestment outlay. 

[8] By thus prescribing the terms 
of the availability of the resale rate or- 
dered under date of May 27, 1937, 
another question of policy arises. 
Heretofore, Northern States Power 
Company has never filed its resale 
schedules with the Commission as an 
“open order”’ filing. Instead, the com- 
pany has taken the position that it was 
not obligated under the public utility 
law to serve upon demand any and all 
prospective resale customers within its 
territory. Counsel for the company, 
both at the hearing and in his brief, 
contended that the Commission had 
no jurisdiction to compel the company 
to serve any resale customer it was 
not then serving, or with whom it had 
no contract to serve. The Wisconsin 
supreme court in Milwaukee v. West 
Allis (1935) 217 Wis. 614, 258 N. 
W. 851, held otherwise, and pointed 
out in its opinion that a utility fur- 
nishing service for resale to another 
utility may not terminate such service 
even though the contract under which 
the service was rendered had expired. 
However, we do not believe this ques- 
tion is directly involved in this case. 
The principal dispute arises in connec- 
tion with customers to whom the com- 
pany is now furnishing service. The 
order herein will require the company 
to file its resale schedule as an “open 
order” filing subject to the contract 
terms provided in said schedule. Since 
the schedule itself requires a contract 
the question of jurisdiction is moot at 
this time. 

In view of the foregoing facts and 
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conclusions the Commission hereby 
finds and determines : 

1. The term of a contract for re- 
sale service is a vital and essential part 
of the rate and should be prescribed 
as a condition of its availability. 

2. Under the resale rate schedule 
provided in the Commission’s order of 
May 27, 1937 (19 P.U.R.(N.S.) 153) 
a contract term of ten years without 
privilege of cancellation before expi- 
ration is unreasonable as a condition 
of availability for existing customers, 
but is reasonable for the initial service 
period of new customers requiring 
special additional investments in ex- 
cess of five times the anticipated annu- 
al revenue. 

3. A contract term of ten years with 
a cancellation privilege at the expira- 
tion of five years is reasonable as a 
condition of availability of such rates 
for existing customers ; and such term 
and privilege, after the expiration of 
an initial 10-year term of service, is 
reasonable for new customers requir- 
ing special additional investments in 
excess of five times the anticipated an- 
nual revenue. 

4. The schedule of resale rates set 
forth in the Commission’s order of 
May 27, 1937, in Docket 2—U-657, 
supra, is reasonable when made avail- 
able in accordance with the findings 
herein and the order which follows. 

The order of May 27, 1937, supra, 
made the new rates applicable as of 
the date of the original offering of new 
contracts by the company. In view of 
the question which has arisen and is 
here disposed of, and in view of all of 
the circumstances, the Commission is 
of the opinion that the rates should 
still be made effective as of that time, 


and that the new contracts to be made 
hereunder should so provide. 

It is therefore ordered, that North- 
ern States Power Company and Mid- 
land Public Service Company shall ap- 
ply the schedule of resale rates set 
forth in the Commission’s order in 
this Docket dated May 27, 1937, su- 
pra, in accordance with the terms and 
conditions of the following availabil- 
ity clause which shall be filed with, and 
made a part of, the resale rate sched- 
ule heretofore ordered. 

Availability. 

“This schedule shall be available at 
primary distribution voltages for re- 
sale service to public utility customers 
(exclusive of interchange customers) 
upon signing a contract for service for 
ten years. Customers receiving serv- 
ice as of July 1, 1937, shall have the 
option of canceling the contract en- 
tered into hereunder at the end of the 
first five years of the contract upon six 
months’ prior written notice to the 
company. The same cancellation priv- 
ilege will be extended to new custom- 
ers where the special investment re- 
quired to serve them is not in excess 
of five times the anticipated annual 
revenue. Where the special invest- 
ment exceeds five times the anticipat- 
ed annual revenue, the cancellation 
privilege will be available only on con- 
tracts entered into subsequent to the 
expiration of the initial 10-year term 
of service.” 

It is further ordered, that the Com- 
mission shall retain jurisdiction to al- 
ter, amend, or modify the rates con- 
tained in existing contracts in the 
event that the companies and their re- 
sale customers fail to conclude new 
contracts in accordance with the pro- 
visions of the orders herein. 
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CALIFORNIA RAILROAD COMMISSION 


Re Joe Galik, Doing Business As Acme 


Travel Association et al. 


[Decision No. 29936, Case No. 3371.] 


Fines and penalties, § 4 — Jurisdiction of Commission — Contempt. 
1. The Commission has power to impose punishment for contempt predi- 
cated upon the violation of a cease and desist order prohibiting operation 
as a passenger stage corporation, p. 307. 


Procedure, § 43 — Proof of service of order — Contempt proceedings. 
2. Service of an order to cease and desist operation is sufficiently established 
in a contempt proceeding by proof of service by affidavit, p. 307. 


Certificates of convenience and necessity, § 24 — Commission jurisdiction — Cease 
and desist order. 
3. The Commission has power to promulgate an order requiring one to 
refrain from operating a passenger stage service between certain points in 
the absence of a certificate or other operative rights, p. 307. 


Procedure, § 39 — Time limitations — Cease and desist order — Contempt 
proceedings. 
4. A mere lapse of time since the rendition of a cease and desist order does 
not bar contempt proceedings for violation of the order, p. 307. 


Pleading, § 8 — Affidavit initiating proceeding — Facts within knowledge of 
affiant. 

. An affidavit in the nature of a complaint initiating a proceeding in con- 
saan is sufficient as a basis for the proceeding when it alleges facts posi- 
tively although the record shows that not all of such facts were within 
affant’s personal knowledge, p. 309. 


Certificates of convenience and necessity, § 43 — When required — Effect of 
compliance with License Tax Act. 
6. Compliance with the License Tax Act of 1933 administered by the state 
board of equalization does not authorize operation as a common carrier 
in the absence of a certificate of convenience and necessity, p. 310. 


Public utilities, § 97 — Test of status — Observance of schedule — Motor carrier. 
7. The establishment and observance of a regular schedule by a motor 
carrier, though necessary to the performance of adequate service, is not 
an essential attribute of the carrier’s status as a common carrier serving 
to distinguish it from a private carrier; a passenger stage corporation may 
be held to be conducting its operation “usually or ordinarily,” within the 
meaning of § 24 Public Utilities Act, though not running under any fixed 
schedule, p. 314. 

Public utilities, § 71 — Test of common carrier status — Privilege of stops. 


8. The granting or withholding of the privilege of stops en route is not 
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a criterion of common carrier status but is a matter relating to the adequacy 
of service of a common carrier, p. 314. 


Public utilities, § 91 — Subterfuge to avoid status — Contract for chartered auto- 
mobile. 

9. An alleged contract between the owner and operator of a passenger auto- 

mobile and a third party, practically unknown and not produced as a witness, 

for transportation of passengers was held to be nothing but a sham arrange- 

ment designed to conceal the true nature of the undertaking, which was to 

engage in the transportation of passengers for hire as a common carrier 


over a regular route or between fixed termini, p. 315. 


Witnesses, § 1 — Informer or accomplice — Sufficiency of testimony. 


10. A mere informer is not to be considered an accomplice within the 


meaning of the statute requiring corroboration of testimony, p. 319. 
[July 9, 1937.] 


sees and application for order to show cause why re- 

spondent should not be punished for contempt for failure 

to comply with a cease and desist order; respondent held guilty 
of contempt and penalties imposed. 


APPEARANCES: Orla St. Clair, for 
complainant Howard Day, and for 
Passenger Carriers’ Association, in- 
tervener on behalf of complainant; 
Raine Ewell, for respondent, and Jo- 
seph J. Galik in pro per; George J. 
O’Hara for Better Business Bureau 
of San Francisco, intervener on be- 
half of complainant. 


By the Commission: In Case 
No. 3371, the Commission instituted 
upon its own motion an inquiry into 
the operations of Joe Galik, doing 
business as Acme Travel Associa- 
tion, together with certain fictitious- 
ly named respondents. Following a 
hearing, when this matter was con- 
sidered in conjunction with other 
cases,’ the Commission by Decision 
No. 25434, dated December 10, 1932, 
dismissed the proceeding as to Acme 
Travel Association and all respond- 

1 Cases Nos. 3367, 3368, 3369, 3370, and 3371 


were heard together and a single decision 
rendered therein. 





¥ 


ents other than Joe Galik, and found 
that said respondent Joe Galik was 
engaged as a passenger stage cor- 
poration and as a common carrier 
of passengers, for compensation, over 
the public highways between San 
Francisco and Los Angeles without 
first having obtained from the Com- 
mission a certificate of public con- 
venience and necessity authorizing 
such service, as required by the Pub- 
lic Utilities Act. By its order the 
Commission directed that said Joe 
Galik should “immediately cease and 
desist such operation as a passenger 
stage corporation, unless and until 
proper certificate of public convenience 
and necessity shall have been obtained,” 
and he was required to refrain from 
conducting such operations, either di- 
rectly or indirectly, or by his agents, 
employees, representatives, or assign- 
ees. By its terms this order became 
effective twenty days after personal 
service upon said respondent. The 
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present record shows that personal 
service of Decision No. 25434 was 
made upon Joe Galik at San Francisco 
on December 17, 1932. Therefore, 
the order became effective as to said 
respondent January 7, 1933. 

On February 4, 1936, the affidavit 
and application for order to show 
cause (hereinafter referred to as af- 
fidavit) of Howard Day was filed, re- 
questing that Joe Galik be ordered to 
show cause why he should not be pun- 
ished for contempt for failure to com- 
ply with the terms of Decision No. 
25434. On March 2, 1936, the Com- 
mission issued its order to show 
cause® directing that Joe Galik ap- 
pear before examiner Austin at San 
Francisco on April 7, 1936, and then 
and there show cause why he should 
not be punished for contempt for his 
failure and refusal to comply with the 
terms and conditions of Decision No. 
25434, as set forth in the affidavit. 
On said date respondent appeared in 
person, and hearing on the order to 
show cause was had on April 7 and 
22, 1936. On the date last men- 
tioned respondent was represented by 
counsel. Following oral argument, 
the matter was submitted April 22, 
1936. 

The affidavit herein alleges in part 
that notwithstanding the order of the 
Commission, and with full knowledge 
and notice of said order and the con- 
tents thereof, respondent Galik sub- 
sequent to the effective date of the 
order has failed and refused and does 
now fail and refuse to comply with 
its terms in that he is continuing to 
engage as a passenger stage corpora- 





8Exhibit 5 shows that personal service of 
the affidavit and of the order to show cause 
was made upon Joe Galik on March 19, 1936, 
at San Francisco. 
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tion and as a common carrier of pas- 
sengers, for compensation, and in 
that he has operated, or caused to be 
operated a passenger stage or passen- 
ger stages, as defined by the Public 
Utilities Act, over the public high- 
ways of this state, between fixed ter- 
mini or over regular routes, and spe- 
cifically between San Francisco and 
Los Angeles, without first having ob- 
tained from the Commission a certifi- 
cate of public convenience and neces- 
sity authorizing such operation, as re- 
quired by the Public Utilities Act. 


Paragraph 9 alleges in substance 
that on or about January 9, 1936, re- 
spondent Galik operated or caused to 
be operated over the public highways 
between San Francisco and Los An- 
geles a 7-passenger Packard sedan in 
which seven passengers were carried 
from San Francisco to Los Angeles, 
each of whom paid respondent an in- 
dividual fare of $5 covering such 
transportation, and all of whom were 
so transported from San Francisco 
to Los Angeles in said automobile in 
return for such compensation. In 
paragraph 10 it is alleged in sub- 
stance that on or about January 10, 
1936, respondent Galik operated or 
caused said automobile to be operated 
over the public highways between Los 
Angeles and San Francisco, and trans- 
ported therein three passengers from 
Los Angeles to San Francisco, col- 
lecting from each an individual fare 
of $5 covering such transportation, 
and all of whom were so transported 
in return for said compensation. 
Other paragraphs allege that the acts 
mentioned are in violation and diso- 
bedience of said Decision No. 25434; 
that each and all of such violations 
were committed with full knowledge 
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and notice thereof on the part of re- 
spondent Galik; that said order was 
at all of said times in full force and 
effect ; and that respondent has violat- 
ed said order with full notice and 
knowledge of its contents and with 
the intention to violate it. It is fur- 
ther alleged that when said decision 
was rendered and at the time of its 
effective date, respondent Galik was 
able to comply, and ever since has been 
and now is able to comply therewith ; 
and that the omissions and violations 
of said decision and order upon re- 
spondent’s part, as therein set forth, 
were committed in violation of law 
and in contempt of the Commission. 

Prior to the hearing respondent in- 
terposed a demurrer to the order to 
show cause, and he also filed an an- 
swer denying generally the allegations 
of the affidavit and setting up as an 
affirmative defense that during the 
years 1933 to 1936, inclusive, respond- 
ent, as an operator under Chap. 339, 
Stats. 1933, held licenses issued by the 
board of equalization pursuant to said 
act, under which he was “authorized 
to engage in the transportation of per- 
sons or property as a carrier for hire 
or compensation over the public high- 
ways of this state in accordance with 
the provisions of said act.” The is- 
sues raised by the demurrer and the 
answer may be briefly summarized as 
follows: 

(1) Has the Commission power in 
a case such as this to impose punish- 
ment for contempt? 

(2) Where the record shows that 
proof of service of the original deci- 
sion in this matter rests upon an af- 
fidavit, has such service been sufh- 
ciently established ? 

(3) Is the original decision, ren- 


dered in this matter in 1932, now 
barred by limitations? 

(4) Although the affidavit of How- 
ard Day initiating this proceeding in 
contempt alleges facts positively, the 
record shows that not all of such facts 
were within affiant’s personal knowl- 
edge. Is the affidavit sufficient as a 
basis for this proceeding? 

(5) Does Chap. 339, Stats. 1933, 
under which respondent held a license 
from the state board of equalization 
authorizing him to engage as an op- 
erator in the transportation of persons 
or property as a carrier, for hire or 
compensation, over the public high- 
ways of this state, in accordance with 
the provisions of said act, operate to 
modify or repeal by implication the 
earlier enactment found in § 50}, 
Public Utilities Act, providing that 
no passenger stage corporation may 
operate a passenger stage over the 
public highways without first having 
secured from the Railroad Commis- 
sion a certificate of public convenience 
and necessity ? 

(6) Is the respondent operating as 
a common carrier of passengers for 
compensation, viz.: as a passenger 
stage corporation under §§ 24 and 
504, Public Utilities Act, or is he con- 
ducting a charter car service? 

(7) Must the testimony of How- 
ard Day, upon whose affidavit this 
proceeding rests, and that of George 
Otto, his employee, be held to be in- 
sufficient, in the absence of corrobora- 
tion, to establish the commission of a 
contempt by respondent, because they 
were accomplices of respondent in the 
performance of the violations of the 
Commission’s decision which are here 
complained of ? 
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We shall undertake to discuss these 
matters in the order mentioned. 


(1) Power of Commission to Impose 
Punishment for Contempt 


[1] Respondent contends that the 
Commission, an administrative body, 
has no power to impose punishment 
for a contempt predicated upon the 
violation of a cease and desist or- 
der prohibiting the operation of serv- 
ice aS a passenger stage corpora- 
tion. This power, it is claimed, may 
be exercised by judicial tribunals 
alone. 

Article XII, § 22, of the California 
Constitution provides that: 
. the Commission , 
shall have the power to . pun- 
ish for contempt in the same manner 
and to the same extent as courts of 
record. “ 

Power to punish for contempt, in 
the same manner and to the same ex- 
tent as a court of record, has been 
broadly conferred upon the Commis- 
sion by §§ 81 and 54, Public Utilities 
Act. 

The supreme court has sustained 
the Commission’s power to punish 
for contempt. Van Hoosear v. Rail- 
road Commission (1922) 189 Cal. 
228, P.U.R.1923A, 307, 207 Pac. 
903. 


And orders of the Commission ad- 
judging parties to be in contempt for 
violation of cease and desist orders of 
the character here in question, have 
been upheld. Re Bray (1932) 125 
Cal. App. 363, P.U.R.1933A, 279, 13 
P. (2d) 813; Re Ball (1932) 127 Cal. 
App. 433, 15 P. (2d) 862. 

We must therefore hold this con- 
tention to be without merit. 


“ 


(2) Sufficiency of Proof of Service 
of Original Decision 

[2] At the hearing there was of- 
fered the affidavit of F. A. Savage 
(Exhibit 4, verified December 22, 
1932) which stated that the decision 
in this proceeding (Decision No. 
25434) had been served upon re- 
spondent Joe Galik at San Francisco 
on December 17, 1932. To the ad- 
missibility of this affidavit respond- 
ent objected, contending it was hear- 
say and asserting that the person who 
actually served the decision should be 
produced. 

Proof of service by affidavit is suf- 
ficient, under § 2009, Code of Civil 
Procedure, which provides: “An af- 
fidavit may be used to prove 
the service of a summons, notice, or 
other paper in an action or special 
proceeding. r 

Moreover, the record shows that 
during a conversation had with the 
witness Howard Day, respondent ad- 
mitted service of the decision.* The 
point, therefore, is not well taken. 
The same contention was urged, 
though faintly, against the admissi- 
bility of the sheriff’s return of service 
of the order to show cause in the in- 
stant proceeding, but counsel waived 
the objection because of respondent’s 
personal appearance in response to 
such order. 


(3) Effect of Limitations upon Cease 
and Desist Order 


[3, 4] Respondent contends that, 
since the decision in this matter was 





3 Witness Day testified that during a con- 
versation with respondent the latter com- 
plained of the Better Business Bureau and 
Captain Savage because he had been served 
with the cease and desist order in this pro- 
ceeding. (Tr. pp. 94, 95.) This statement 
was not denied. 
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rendered in 1932, it is now barred by 
limitations. Neither the Public Util- 
ities Act nor any other statute, so far 
as we are advised, specifies any pe- 
riod within which proceedings of this 
nature must be instituted. 

The power of the Commission to 
promulgate an order requiring one to 
refrain from operating a passenger 
stage service between certain points 
in the absence of a certificate or other 
operative right, is well established. 
Motor Transit Co. v. R. Com- 
mission (1922) 189 Cal. 573, P.U.R. 
1923A, 232, 209 Pac. 586; Coast 
Truck Line v. Railroad Commission, 
191 Cal. 257, P.U.R.1923E, 109, 215 
Pac. 898. 


An order such as this requiring re- 
spondent to cease and desist operating 
as a common carrier of passengers for 
hire is not unlike an injunction. And 
as to an order of this character it has 
been held: “It is quite true that when 
an act sought to be punished consti- 
tutes a crime, the court may by an- 
alogy adopt the limitation prescribed 
by statute for criminal prosecutions. 
Gordon v. Commonwealth (1911) 
141 Ky. 461, 133 S. W. 206; Beattie 
v. People (1889) 33 Ill. App. 651. 
This principal, however, has no ap- 
plication to the instant case, for the 
reason that the acts complained of did 
not constitute a crime. The injunc- 
tive order was perpetual, and if the 
acts of Mrs. Moore in obstructing the 
flow of water in the creek continued 
for four years constituted a disobe- 
dience thereof, petitioner was entitled 
to proceed against her in contempt 
proceedings at any time. ; 
Moreover, laches is an equitable de- 
fense depending upon the circumstan- 
ces of each case.” Goodall v. Supe- 


rior Court (1918) 37 Cal. App. 723, 
726, 174 Pac. 924. 


In the case last cited the respondent 
therein contended that the petitioner 
had delayed instituting the proceeding 
for too long a period after the former 
had entered upon the course of con- 
duct complained of as violative of the 
injunction ; no question was raised that 
petitioner had waited too long after 
the entry of the judgment itself. Un- 
der the court’s reasoning, the proceed- 
ing would have become barred within 
a period following the commencement 
of respondent’s activities equivalent 
to that prescribed for the commence- 
ment of criminal proceedings,* had the 
acts complained of been punishable as 
a crime, but since they were not, no 
such limitation was applicable. 

In a contempt proceeding brought 
ten years after the entry of an injunc- 
tion, the court, though it dismissed 
the case on other grounds, held that 
since the “purpose of the decree was 
to restrain it looked to the future,” 
mere lapse of time did not operate as 
a bar. Tosh v. West Kentucky Coal 
Co. (1918) 164 C. C. A. 156, 252 
Fed. 44, 46. 

Applying these rules to the matter 
before us, we hold that mere lapse of 
time since the rendition of the cease 
and desist order is not sufficient to 
bar this contempt proceeding. And 
though it may be conceded that re- 
spondent’s alleged violation of the 
original order itself constitutes a mis- 
demeanor within the meaning of the 

#Under the Penal Code, the following 
periods of limitation are applicable to crim- 
inal proceedings, viz.: for felonies, excepting 
certain crimes as to which there is no limita- 
tion, three years (§ 800), and for misdemean- 
ors, one year (§§ 801 and 1426a). Special 


statutory provisions prescribe other and vary- 
ing periods for certain offenses. 
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exception announced in Goodall v. Su- 
perior Court, supra, nevertheless, this 
contempt proceeding was instituted 
well within a period following the in- 
ception of respondent’s alleged viola- 
tions, which would correspond to that 
within which misdemeanor prosecu- 
tions must be initiated. 

Moreover, the record fails to dis- 
close any change in conditions since 
the rendition of the decision which 
would operate to render its enforce- 
ment inequitable. 

It is clear therefore that respond- 
ent’s contention cannot be sustained. 


(4) Sufficiency of Affidavit Initiat- 
ing Proceeding 


[5] The affidavit of Howard Day, 
filed in this matter February 4, 1936, 
and entitled “Application for Order 
to Show Cause,” sets forth certain 
facts, some of which are mere restate- 
ments of matters of record in this pro- 
ceeding, while others pertain to re- 
spondent’s alleged violation of the 
cease and desist order. At the hear- 
ing it appeared from the testimony 
of Howard Day that some of the facts 
alleged in the affidavit were not with- 
in his personal knowledge. In partic- 
ular, the evidence disclosed that al- 
though Day was familiar with the 
matters of record therein alleged, he 
had listened to part of the telephone 
conversation between Otto and re- 
spondent on the day preceding the lat- 
ter’s trip from San Francisco, and he 
was present at Otto’s home when re- 
spondent called there to pick him up, 
nevertheless he had no personal knowl- 
edge of the facts set forth in the af- 
fidavit pertaining to what transpired 
upon the two trips to Los Angeles and 
return. 


An affidavit initiating a proceeding 
in contempt is in the nature of a plead- 
ing, and fulfills the office of a com- 
plaint. Re Selowsky (1918) 38 Cal. 
App. 569, 577, 177 Pac. 301. 

No contention is made that this af- 
fidavit does not set forth facts suffi- 
cient to show a violation of the Com- 
mission’s decision. Respondent’s 
claim is that some of these facts, 
though positively alleged, are not 
within the personal knowledge of af- 
fiant. The utmost, therefore, that 
can be contended, is that the affidavit 
rests to this extent upon facts stated 
upon the information and belief of the 
person making the affidavit. 

The affidavit is sufficient on its face 
to comply with the rule announced in 
Re Selowsky, supra, that it must al- 
lege a cause of contempt. 

And if the affidavit be deemed to 
rest upon information and belief to 
the extent that certain of the facts 
therein stated are not within the per- 
sonal knowledge of the affiant, it is 
clear that the affidavit is not based en- 
tirely upon information and _ belief, 
since many substantial facts were 
shown to be within affiant’s actual 
knowledge. Assuming, then, that to 
this extent the affidavit is predicated 
in part upon allegations made upon in- 
formation and belief, it is neverthe- 
less sufficient. An affidavit resting 
partly, though not wholly, upon state- 
ments made on information and belief 
is a sufficient foundation for a con- 
tempt proceeding. Hughes v. Moncur 
(1915) 28 Cal. App. 462, 152 Pac. 
968; Re Reilly (1936) 17 Cal. App. 
(2d) 55, 61 P. (2d) 469. 

The rule applies with greater force 
to proceedings brought to secure the 
enforcement of a judgment or order. 
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rendered in 1932, it is now barred by 
limitations. Neither the Public Util- 
ities Act nor any other statute, so far 
as we are advised, specifies any pe- 
riod within which proceedings of this 
nature must be instituted. 

The power of the Commission to 
promulgate an order requiring one to 
refrain from operating a passenger 
stage service between certain points 
in the absence of a certificate or other 
operative right, is well established. 
Motor Transit Co. v. R. Com- 
mission (1922) 189 Cal. 573, P.U.R. 
1923A, 232, 209 Pac. 586; Coast 
Truck Line v. Railroad Commission, 
191 Cal. 257, P.U.R.1923E, 109, 215 
Pac. 898. 

An order such as this requiring re- 
spondent to cease and desist operating 
as a common carrier of passengers for 
hire is not unlike an injunction. And 


as to an order of this character it has 


been held: “It is quite true that when 
an act sought to be punished consti- 
tutes a crime, the court may by an- 
alogy adopt the limitation prescribed 
by statute for criminal prosecutions. 
Gordon v. Commonwealth (1911) 
141 Ky. 461, 133 S. W. 206; Beattie 
v. People (1889) 33 III. App. 651. 
This principal, however, has no ap- 
plication to the instant case, for the 
reason that the acts complained of did 
not constitute a crime. The injunc- 
tive order was perpetual, and if the 
acts of Mrs. Moore in obstructing the 
flow of water in the creek continued 
for four years constituted a disobe- 
dience thereof, petitioner was entitled 
to proceed against her in contempt 
proceedings at any time. 

Moreover, laches is an equitable de- 
fense depending upon the circumstan- 
ces of each case.” 
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rior Court (1918) 37 Cal. App. 723, 
726, 174 Pac. 924. 


In the case last cited the respondent 
therein contended that the petitioner 
had delayed instituting the proceeding 
for too long a period after the former 
had entered upon the course of con- 
duct complained of as violative of the 
injunction ; no question was raised that 
petitioner had waited too long after 
the entry of the judgment itself. Un- 
der the court’s reasoning, the proceed- 
ing would have become barred within 
a period following the commencement 
of respondent’s activities equivalent 
to that prescribed for the commence- 
ment of criminal proceedings,* had the 
acts complained of been punishable as 
a crime, but since they were not, no 
such limitation was applicable. 


In a contempt proceeding brought 
ten years after the entry of an injunc- 
tion, the court, though it dismissed 
the case on other grounds, held that 
since the “purpose of the decree was 
to restrain it looked to the future,” 
mere lapse of time did not operate as 
a bar. Tosh v. West Kentucky Coal 
Co. (1918) 164 C. C. A. 156, 252 
Fed. 44, 46. 

Applying these rules to the matter 
before us, we hold that mere lapse of 
time since the rendition of the cease 
and desist order is not sufficient to 
bar this contempt proceeding. And 
though it may be conceded that re- 
spondent’s alleged violation of the 
original order itself constitutes a mis- 
demeanor within the meaning of the 

#Under the Penal Code, the following 
periods of limitation are applicable to crim- 
inal proceedings, viz.: for felonies, excepting 
certain crimes as to which there is no limita- 
tion, three years (§ 800), and for misdemean- 
ors, one year (§§ 801 and 1426a). Special 


statutory provisions prescribe other and vary- 
ing periods for certain offenses. 
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exception announced in Goodall v. Su- 
perior Court, supra, nevertheless, this 
contempt proceeding was instituted 
well within a period following the in- 
ception of respondent’s alleged viola- 
tions, which would correspond to that 
within which misdemeanor prosecu- 
tions must be initiated. 

Moreover, the record fails to dis- 
close any change in conditions since 
the rendition of the decision which 
would operate to render its enforce- 
ment inequitable. 

It is clear therefore that respond- 
ent’s contention cannot be sustained. 


(4) Sufficiency of Affidavit Initiat- 
ing Proceeding 


[5] The affidavit of Howard Day, 
fled in this matter February 4, 1936, 
and entitled “Application for Order 
to Show Cause,” sets forth certain 
facts, some of which are mere restate- 
ments of matters of record in this pro- 
ceeding, while others pertain to re- 
spondent’s alleged violation of the 
cease and desist order. At the hear- 
ing it appeared from the testimony 
of Howard Day that some of the facts 
alleged in the affidavit were not with- 
in his personal knowledge. In partic- 
ular, the evidence disclosed that al- 
though Day was familiar with the 
matters of record therein alleged, he 
had listened to part of the telephone 
conversation between Otto and re- 
spondent on the day preceding the lat- 
ter’s trip from San Francisco, and he 
was present at Otto’s home when re- 
spondent called there to pick him up, 
nevertheless he had no personal knowl- 
edge of the facts set forth in the af- 
fdavit pertaining to what transpired 
upon the two trips to Los Angeles and 
Teturn, 
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An affidavit initiating a proceeding 
in contempt is in the nature of a plead- 
ing, and fulfills the office of a com- 
plaint. Re Selowsky (1918) 38 Cal. 
App. 569, 577, 177 Pac. 301. 

No contention is made that this af- 
fidavit does not set forth facts suffi- 
cient to show a violation of the Com- 
mission’s decision. Respondent’s 
claim is that some of these facts, 
though positively alleged, are not 
within the personal knowledge of af- 
fiant. The utmost, therefore, that 
can be contended, is that the affidavit 
rests to this extent upon facts stated 
upon the information and belief of the 
person making the affidavit. 

The affidavit is sufficient on its face 
to comply with the rule announced in 
Re Selowsky, supra, that it must al- 
lege a cause of contempt. 

And if the affidavit be deemed to 
rest upon information and belief to 
the extent that certain of the facts 
therein stated are not within the per- 
sonal knowledge of the affiant, it is 
clear that the affidavit is not based en- 
tirely upon information and belief, 
since many substantial facts were 
shown to be within affiant’s actual 
knowledge. Assuming, then, that to 
this extent the affidavit is predicated 
in part upon allegations made upon in- 
formation and belief, it is neverthe- 
less sufficient. An affidavit resting 
partly, though not wholly, upon state- 
ments made on information and belief 
is a sufficient foundation for a con- 
tempt proceeding. Hughes v. Moncur 
(1915) 28 Cal. App. 462, 152 Pac. 
968; Re Reilly (1936) 17 Cal. App. 
(2d) 55, 61 P. (2d) 469. 

The rule applies with greater force 
to proceedings brought to secure the 
enforcement of a judgment or order. 
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Re Kolb (1922) 60 Cal. App. 198, 
201, 212 Pac. 645. 

And an affidavit based entirely up- 
on information and belief has been 
upheld. Re Simoniello (1935) 6 Cal. 
App. (2d) 425, 44 P. (2d) 402; Gold- 
en Gate Consol. Hydraulic Mining Co. 
v. Superior Court (1884) 65 Cal. 187, 
3 Pac. 628. 

As we have stated, an affidavit such 
as this is in the nature of a complaint. 
All the facts appearing in a complaint 
are not required to be within the per- 
sonal knowledge of the person making 
the verification; on the contrary, they 
may rest in part, at least, upon infor- 
mation supplied him by others. If it 
alleges facts sufficient to constitute a 
cause of action, whether or not they 
may be entirely within the knowledge 
of the affiant making the verification, 
the complaint is sufficient as a plead- 
ing. As such, it puts the defendant 
on notice as to the nature of the claim 


asserted. The affidavit here performs 
the same function. 

We, therefore, hold the point not 
to be well taken. 


(5) Effect of License Issued by State 
Board of Equalization under 
Chapter 339, Statutes 1933 


{6] This defense is predicated in 
part upon the contention that respond- 
ent, having obtained licenses from the 
board of equalization for the years 


1935 and 1936 (Exhibits 7 and 8) un. 
der the California Motor Vehicle 
Transportation License Tax Act 
(Stats. 1933, Chap. 339, p. 928), and 
having paid the fee and license tax re- 
quired by that statute, has been grant- 
ed authority by the state to carry on 
the operation in question. It is 
claimed that §§ 24 and 50} of the Pub- 
lic Utilities Act (added in 1927) 
are in conflict with the provisions of 
the License Tax Act of 1933, and that 
the latter statute, being a later enact- 
ment, must prevail over the terms of 
the Public Utilities Act. 

That there is no conflict between 
the two statutes and that each relates 
to different matters, is apparent from 
an examination of their provisions. 
The Public Utilities Act (§ 504) pro- 
vides that common carrier “passenger 
stage corporations’ must obtain cer- 
tificates of public convenience and ne- 
cessity from this Commission prior to 
beginning operations, while the Li- 
cense Tax Act of 1933 relates to li- 
censing by the board of equalization 
of operators of motor vehicles who 
“engage in the transportation of per- 
sons or property for hire or compen- 
sation, either directly or indirectly.” 

(§ 1(a).)® The former is a regu- 
latory measure; the latter is a revenue 
measure. 

In Re Bush (1936) 6 Cal. (2d) 43, 
51, 56 P. (2d) 511, the California 





5 Stats. 1927, Chap. 42. Prior to 1927 com- 
mon carriers of passengers by automobile 
were regulated and required to obtain cer- 
tificates of public convenience and necessity 
under the then Auto Stage and Truck Trans- 
portation Act. (Stats. 1917, Chap. 213, p. 
330, as amended). 

6 Fees of $25 for application for a license 
and $15 for application for renewal for fol- 
lowing years are required (§ 2). Distinguish- 
ing license plates must be attached to vehicles 

§ 3). Monthly reports showing gross re- 
ceipts from operation are to be filed with the 
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board of equalization and a “license tax equal 
to three per cent of gross receipts” is levied 
(§ 4). The act, “inasmuch as it provides for 
tax levies for the usual current expenses of 
the state, shall . . . take effect immediate- 
ly” (§ 17). The title of the act is as follows: 
“An act imposing a license fee or tax for the 
transportation of persons or property for hire 
or compensation upon the public streets, roads 
and highways in the state of California, by 
motor vehicle and providing that this act 
shall take effect immediately.” (Calif. Stats. 
1933, Chap. 339, p. 928.) 
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supreme court, in construing the Li- 
cense Tax Act, stated in part as fol- 
lows : 

“Petitioner contends that the his- 
tory of California legislation with ref- 
erence to transportation of persons and 
property upon the public highways of 
the state for hire or compensation 
supports his position that said License 
Tax Act of 1933 was intended to ap- 
ply only to carriers engaged in the 
business of transportation and was 
never intended to apply to any opera- 
tion not within such category. Such 
conclusion is not, we think, necessa- 
rily deducible from the history of Cal- 
ifornia legislation upon this subject. 
The history of such legislation dis- 
closes two distinct lines of statutes. 
One line was enacted for the purpose 
of regulating the business of trans- 
portation by motor vehicles of per- 
sons or property for hire or compen- 
sation upon the public highways. 
(Stats. 1917, p. 330, and amend- 
ments; Stats. 1935, Chaps. 223, 312, 
and 664). The following cases are 
pertinent to the subject of the regula- 
tion of such transportation operators: 
Western Asso. v. Railroad Commis- 
sion (1916) 173 Cal. 802, P.U.R. 
1917C, 178, 162 Pac. 391, 1 A.L.R. 
1455; Frost v. Railroad Commission 
(1925) 197 Cal. 230, P.U.R.1926B, 
218, 240 Pac. 26; Frost v. California 
R. Commission, 271 U. S. 583, 70 L. 
ed. 1101, P.U.R.1926D, 483, 46 S. 
Ct. 605, 47 A.L.R. 457; Holmes v. 
Railroad Commission (1925) 197 
Cal. 627, P.U.R.1926C, 664, 242 Pac. 
486; Haynes v. MacFarlane (1929) 
207 Cal. 529, P.U.R.1930B, 498, 279 
Pac. 436; Forsyth v. San Joaquin 
Light & P. Corp. (1929) 208 Cal. 
397, 281 Pac. 620; Landis v. Railroad 
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Commission (1934) 220 Cal. 470, 6 
P.U.R.(N.S.) 302, 31 P. (2d) 345. 
The License Tax Act of 1933 was en- 
acted as a step in the second line, that 
of certain acts and constitutional pro- 
visions which were primarily revenue 
measures, designed to secure for the 
state a fair return for the use of the 
public highways of the state in trans- 
porting persons or property for com- 
pensation. (Stats. 1923, p. 706; 
Stats. 1925, p. 833; Stats. 1927, p. 
1708; Stats. 1927, p. 1742; Califor- 
nia Constitution, Art. XIII, § 15; Pol. 
Code, § 3664aa; Stats. 1933, p. 928.) 
These enactments have been before 
the courts of this state in the follow- 
ing cases: Bacon Service Corp. v. 


Huss (1926) 199 Cal. 21, 248 Pac. 
235; Re Schmolke (1926) 199 Cal. 
42, 248 Pac. 244; Los Angeles & W. 
S. Transp. Co. v. Superior Court 
(1931) 211 Cal. 411, 295 Pac. 837; 
Alward v. Johnson (1929) 208 Cal. 


359, 281 Pac. 389; People v. Duntley 
(1932) 217 Cal. 150, 17 P. (2d) 715; 
People v. Lang Transp. Co. (1932) 
217 Cal. 166, 17 P. (2d) 721.” 

And at p. 53 the court stated as fol- 
lows: 

“We are satisfied that the purpose 
of the enactment of the License Tax 
Act of 1933 was to secure a fair re- 
turn to the state for the use of its pub- 
lic highways not only from carriers, 
both common carriers and private con- 
tract carriers, but also from the larger 
class of persons who fairly answer to 
the description of ‘operator’ therein 
defined as taxable and who receive 
compensation, either directly or indi- 
rectly, from the use of the public high- 
ways.” 

The License Tax Act is not in- 
volved in this proceeding. The ques- 
20 P.U.R.(N.S.) 
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tion for determination is whether re- 
spondent operated as a common car- 
rier within the meaning of the Public 
Utilities Act, as alleged in the appli- 
cation for order to show cause. If so, 
he must be adjudged guilty of con- 
tempt, and whether or not he com- 
plied with the License Tax Act is im- 
material. Compliance therewith does 
not authorize common carrier opera- 
tion in the absence of a certificate.’ 


(6) Character of Respondent’s Op- 
erations as Common Carrier of 
Passengers or Charter Car Serv- 
ice 

Respondent contends that any 
transportation of passengers which 
the record may show he has per- 

formed, was conducted solely as a 

charter car operator, and not as a com- 

mon carrier. In short, he asserts that 
in each instance the car was chartered 
from him and that the charterer, in 


turn, arranged with the persons trans- 
ported for their carriage and with re- 
spondent to perform the transporta- 
tion. 


The evidence shows without con- 
tradiction that on January 9, 1936, re- 
spondent carried the witness Otto, 
along with others, from San Francis- 
co to Los Angeles and that on the next 
day respondent transported him, with 
others, from Los Angeles to San Fran- 
cisco. However, the evidence relat- 
ing to the character of the arrange- 


ment entered into between respondent 
and Otto for transportation, and the 
circumstances under which compensa- 
tion was collected is in sharp confit, 


On January 8, 1936, George Otto, 
an investigator employed by Howard 
Day, manager of Passenger Carriers’ 
Association, telephoned respondent 
from Day’s office, calling him at a 
number appearing in an advertisement 
published that day in a San Francisco 
morning paper, viz.: Market 0479. 
That this was respondent’s telephone 
number was established not only by 
Otto, but also through the testimony 
of F. A. Hornblower, an investigator 
of the board of equalization, who was 
familiar with the number. in fact, 
he called a few days later at respond- 
ent’s home, 3636 Sixteenth street, San 
Francisco, and while there heard re- 
spondent engage in telephone conver- 
sations regarding the transportation 
of passengers. 

During their telephone conversa- 
tion respondent, following Otto’s re- 
quest for information concerning 
transportation to Los Angeles, prom- 
ised to call the next day at Otto's 
home to pick him up. This conversa- 
tion was not denied by respondent. 

About 10:30 a.m. on the next day, 
January 9th, respondent appeared at 
Otto’s residence, 1335 Twenty-third 
avenue, San Francisco, driving a 
Packard car bearing a temporary li- 





7In Passenger Carriers Asso. v. Ewell 
(Nov. 26, 1934) Decision No. 27543, Case No. 
3882 (Writ of review denied by California 
supreme court March 11, 1935, and rehearing 
denied April 8, 1935, in Ewell v. Railroad 
Commission, S. F. No. 15371), the Commis- 
sion stated as follows: 

“The effort of Ewell to disguise the opera- 
tions as those of ticket agents for private car- 
riers, operating under board of equalization 
licenses, is specious. 
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Chap. 339, Acts of 1933,: 
312 


authorizing such licenses to automotive opera- 
tors on the public highways (and only outside 
of municipal boundaries), granted no right to 
operate other than according to law. When 
defendants operate between fixed termini and/ 
or over a regular route for compensation, and 
offer their services at per capita rates to the 
public through the ‘plan’ disclosed in the rec- 
ord, they are violating § 503 of the Public 
Utilities Act until a certificate of public con- 
venience and necessity therefor has been ob- 
tained.” 
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cense number. Here Otto entered the 
car, his departure being observed by 
the witness Day who, together with 
Otto, witnessed respondent’s arrival. 
At this time there were no other pas- 
sengers in the car. However, before 
respondent left the city limits he picked 
up three passengers, including a child, 
at 715 McAllister street, one passenger 
at the Argus hotel, 149 Third street, 
and an additional passenger near the 
Ferry building, making a total of five 
adults and one child. Of these one 
adult passenger alone had no baggage. 
Leaving the ferry at 11:10 a.m. re- 
spondent drove out the Embarcadero 
and over Third street and Bayshore 
boulevard to Visitacion avenue where 
he stopped to secure gasoline and oil. 
Here, so Otto testified, respondent col- 
lected from all the adult passengers a 
fare of $5 each. We shall recur to 
this later. 


With respondent at the wheel the 
trip southward was made over the 
Bayshore highway to San Jose, over 
the coast route to Gilroy, thence via 
Pacheco Pass and the valley route to 
Los Angeles where the car arrived 
about 1:55 a.m. on January 10th. 


Stops en route were made for meals 
at Fresno and Bakersfield, that at 
Fresno consuming one hour and one- 
half, where with their food the pas- 


sengers and respondent consumed con- 
siderable whisky and other liquor. 
At Los Angeles respondent and the 
passengers disembarked at the New 
Russ hotel, 517 San Julian street, 
where they spent the night. 

Pursuant to an understanding with 
respondent, the latter called at Otto’s 
room at about 11 a.m. of the same day, 
January 10th. Together with re- 
spondent, Otto entered the latter’s car 
which was then driven to 426 East 
Fifth street where respondent put up 
a sign reading “Chartered Sedan Serv- 
ice to San Francisco.” After waiting 
there for about ten minutes respond- 
ent drove to the Hotel Lamm at 416 
West Sixth street, where he picked up 
a passenger. On this occasion, Otto 
testified, he saw the bell boy at the ho- 
tel hand a $5 bill to respondent who 
thereupon gave the boy $1, respond- 
ent stating in this connection “we 
work it that way, we give the boys one 
out of five.””® Continuing to the Ho- 
tel Mercer at 1347 South Hill street, 
respondent picked up another passen- 
ger and then drove back to 426 East 
Fifth street, where he circled the 
block several times, inquiring from the 
drivers of cars bearing signs similar 
to that put up by respondent, and 
parked along the street, whether they 
had anyone for San Francisco.” At 





8In this connection Otto testified: “As we 
were going out Bayshore boulevard we stopped 
at Visitacion avenue on Bayshore boulevard, 
and Mr. Galik got out and had the car filled 
with gas and oil, and he turned around and 
opened the door of the car and he said ‘give 
me all your fares,’ and, myself included, every- 
body in the car gave him a $5 bill.” Q. “At 
this time and place that you just testified to 
you paid Mr. Galik $5?” A. “Right.” Q. “And 
in your presence the other passengers each 
paid Mr. Galik $5?” A. “Right. That was 
an agreement made with the party over the 
telephone, that the fare was to be $5 to 
Los Angeles,” (Tr. p. 13.) 


® Mr. Otto’s testimony to this effect appears 
at pages 16, 17, and 18 of the transcript. 

10 Otto testified that after leaving the Mer- 
cer hotel, back of which these sedans were 
parked, respondent drove to 426 East Fifth 
street. In this connection he stated: “Then 
from there (Hotel Mercer) we left there and 
went back to 426 East Fifth street, and around 
the block a couple of times, I should say in 
two or three blocks there was about ten of 
these nice big sedans parked there with the 
same signs as Mr. Galik put in front of his 
car, and he kept asking if there was any one 
for San Francisco.” Q. “Kept asking who—” 
A. “Different men that seemed to be running 
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the Hotel Mercer, so Otto testified, he 
paid respondent $5 to cover his trans- 
portation charges back to San Fran- 
cisco. 

With two passengers, including Ot- 
to, respondent left Los Angeles at noon 
on January 10th and drove back to 
San Francisco over the route followed 
the previous day on the southward 
journey. About 10 miles south of 
Los Banos, early in the evening, re- 
spondent picked up another passenger. 
Before alighting from the car to ac- 
cost him respondent said to Otto that 
he “may get a fare.” Respondent 
arrived in San Francisco about 11:35 
p.m. After discharging other passen- 
gers respondent dropped Otto at 
Kearny and Market streets, where he 
took a street car home. 

Respondent has not denied the ac- 
tual transportation of Otto on both of 
these trips to and from Los Angeles. 
He contends, however, that these ac- 
tivities, because of certain character- 
istics, must be regarded as charter car 
operations, and not those of a com- 
mon carrier. Among other matters, 
he has urged the lack of any definite 
schedule, the ease with which stops en 
route may be arranged for the accom- 
modation of passengers, and the na- 
ture of his holding out, including the 
advertisements published in newspa- 
pers and the signs displayed on the 
cars. 


[7] Dealing first with the absence 
of any definite schedules or time ta- 
bles, respondent has stressed the point 
that contrary, so he claims, to the gen- 
eral practice of common carriers, his 
time of departure was uncertain, be- 
ing later in fact than the hour of 11 
A.M. indicated during Otto’s telephone 
conversation when arrangements were 
made for the Los Angeles trip. But 
the establishment and observance of 
a regular schedule, though necessary 
to the performance of adequate serv- 
ice by a common carrier, is not an es- 
sential attribute of its status as such, 
serving to distinguish it from a pri- 
vate carrier. A passenger stage cor- 
poration may well be held to be con- 
ducting its operations “usually or or- 
dinarily,” within the meaning of § 21, 
Public Utilities Act, though not run- 
ning under any fixed schedule. Daily 
or frequent operation between defi- 
nite points though at varied hours, is 
sufficient to bring the operator within 
the purview of the statute. 

[8] Regarding stops en route, re- 
spondent points to his willingness to 
accommodate the passengers in this 
respect, emphasizing the stop made for 
meals at Fresno on the southbound 
trip where the passengers waited one 
and one-half hours. On cross-exami- 
nation respondent obtained from wit- 
ness Otto an admission that such an 
accommodation would not ordinarily 





these sedans and getting the passengers, and 
we come across one blind man and he says 
‘who is this’? Mr. Galik says ‘it is peerless 
Joe.’ However, we didn’t get any passengers, 
and we left Los Angeles at 12:05 p.m. for 
San Francisco.” (Tr. pp. 16, 17.) 

11 Regarding this incident, Otto testified: 
cabiaes However, as we came into a Shell 
10 miles south of Los 

. between 8 and 9 


gasoline station 

Banos in the evening, . 
o'clock, there was a man standing on the 
highway, and Mr. Galik stopped the car, and 
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he said to me, ‘I may get a fare” .. . 
This ‘I may get a fare’ was spoken to me 
personally, not to the other two men in the 
back of the car. We stopped and Mr. Galik 
got out, it was dark, and he went across the 
street and talked to a man, and this man 
came out with a bag and got inside the car. 
The conversation between the man and Mr. 
Galik was ‘Yes, I understood you gave me 
a dollar for the hotel,’ and we left there and 
drove on, came into San Francisco and artiv 
here at 11:35 p.m.” (Tr. pp. 18, 19.) 
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be granted as a matter of course by 
acarrier such as the Pacific Greyhound 
Lines, at the request of its passengers. 
Even so, the granting of this favor 
by respondent does not serve to set 
him apart as a private carrier. True, 
charter car operators usually extend 
this privilege, while many common 
carrier bus lines will not do so. If this 
were open to all passengers merely 
upon request, the service might well 
be disrupted, particularly because of 
failure to arrive in time at junction or 
transfer points. This, too, is a mat- 
ter relating to the adequacy of the 
service of a common carrier. The 
granting or withholding of such a 
privilege is not a criterion of common 
carrier status. 

[9] In respect to the nature of his 
holding out, respondent denied that 
he had ever offered to serve the pub- 
lic as a common carrier. More par- 


ticularly, he asserted, he had never 


offered to operate under any regular 
schedule, conduct his service over any 
regular route, pick up passengers en 
route, nor publish fares, particularly 
between any definite points. He de- 
nied he had undertaken to serve every- 
one, stating that he reserved the right 
to refuse any passenger at any time. 
He never advertised to run on any 
regular schedule nor over any regular 
route, so he testified, and he granted 
stop-over privileges at intermediate 
points at the request and for the ac- 
commodation of passengers. At Los 
Angeles, but not at San Francisco, re- 
spondent displayed upon his car a sign 
reading “Charter Cars to San Fran- 
cisco,” 

Respondent admitted that on or 
about January 9 and 10, 1936, he had 
published an advertisement in the San 


Francisco Examiner, a fact also es- 
tablished by the testimony of witness- 
es Otto and Day, but this, he contend- 
ed, only related to interstate transpor- 
tation. 

During the three months preceding 
the hearing most of respondent’s trips, 
aside from a few to San Diego and 
San Pedro, were made between San 
Francisco and Los Angeles and on 
these occasions he followed either the 
coast or the valley routes, since no oth- 
er was available. During the six 
months preceding the hearing, so re- 
spondent testified, he had operated in 
the “charter car business’? whenever 
he could get a load. 

On the occasion of inspector Horn- 
blower’s visit to respondent’s home 
during February, 1936, respondent, 
while engaged in a telephone conver- 
sation, stated in Mr. Hornblower’s 
presence that he had “discontinued 
service.” Immediately, following this 
conversation he said to Mr. Horn- 
blower, “I can’t book a passenger 
while you are in my presence. The 
passenger wanted to go to San Diego, 
California.” ** Respondent’s remark 
to Otto during the north-bound trip 
when he picked up a passenger near 
Los Banos, to the effect that “I may 
get a fare,” is not without significance 
as indicating respondent’s conception 
of his status. And on the south-bound 
trip, while the party was at Fresno, 
respondent, during a conversation 
with Otto, referred to a car which 
then drove in as “one of our cars.” 
On this occasion he remarked, “We 
have twenty-four cars running a day, 
going back and forth between San 
Francisco and Los Angeles.” * 


2Tr. p. 44. 
13Tr, p. 21. 
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As we have stated, the evidence re- 
garding the circumstances under 
which Otto paid the compensation for 
these trips is conflicting. On the one 
hand, Otto testified that on each trip 
he paid $5 to respondent direct, cover- 
ing his fare. On the other hand, re- 
spondent, taking direct issue with this 
statement, asserted the fares were col- 
lected from the passengers by an indi- 
vidual who had chartered the bus, the 
latter in turn paying respondent a sum 
agreed upon as compensation for the 
use of his car. 

Otto testified unequivocally that on 
January 9th, he and the other passen- 
gers each paid respondent $5 for their 
transportation charges on the occasion 
when respondent stopped at a filling 
station near Visitacion valley. The 
next morning, when _ respondent 


stopped at the Hotel Mercer in Los 
Angeles, Otto paid him, so he testi- 


fied, $5 for transportation back to 
San Francisco. 

The respondent, however, categori- 
cally denied ever having collected any 
money from Otto or any of the other 
passengers. He testified that on Jan- 


uary 9th he entered into a written 
agreement with one Jack Cunningham 
to charter the car. This instrument, 
he stated, was signed by respondent, 
by Cunningham, and by the passen- 
gers, including Otto, while the car 
was standing at the Argus hofe’, 149 
Third street, immediately preceding 
their departure. By this purported 
agreement, bearing date January 9, 
1936, between Jack Cunningham and 
Joseph Galik, the former undertook to 
charter from the latter a certain Pack- 
ard sedan bearing board of equaliza- 
tion license number 6—9185, and to 
employ Galik to operate this car on 
Cunningham’s behalf “and to a char- 
ter party of such persons as are se- 
lected by said first party (Cunning- 
ham) ; for which said first party has 
paid to said second party (Galik) in 
full the sum of $ , hereby ac- 
knowledged and accepted by said sec- 
ond party in full for said trip; 
; .’™ Tt will be noted that the 
space provided in this agreement for 
the amount of rental to be paid by re- 
spondent to Cunningham, the charter- 
er, was left blank, a circumstance 





14The agreement, which was received in 
evidence as Exhibit 2, reads as follows: 

“This agreement made at San Francisco, 
Cal., Jan. 9, 1936, by and between Jack Cun- 
ningham of San Francisco, Cal., party of the 
first part, and Joseph Galik party of the sec- 
ond part, that said first party hereby charters 
that certain automobile from said second party, 
to wit: Packard sedan, state board of equal- 
ization license number 6-9185 and employs 
said second party to operate the same for 
said first party and to a charter party of such 
persons as are selected by said first party; for 
which said first party has paid to said second 
party in full the sum of $ , hereby ac- 
knowledged and accepted by said second party 
in full for said trip; said second party war- 
rants that he will complete said trip observing 
every precaution for the safety and the pro- 
tection of the charter parties; and to deliver 
them without delay; also the said second party 
will conduct this charter trip in such a man- 


ner so as not to violate any of the public 
utility laws; and if there is any violation of 
the laws on the part of the second party or 
the persons that make this charter trip they 
do so at their own risk and the party of the 
first part does not assume any responsibility ; 
the second party also agrees also to furnish 
to said persons making this charter trip a 
standard insurance policy for each person; 
and to furnish it without any additional cost, 
the policy will be for the sum of not less 
than $3,000 for each person in case of death; 
the persons so joining with the first party 
and so selected by the first party are taken 
subject to the conditions of this charter party 
agreement and are jointly bound thereby ; and 
also bind themselves to the insurance policy 
provided herein; and their signatures, author- 
izations, and agreements herein are: it 1s 
also agreed that all money paid by this char- 
ter party for the operation and upkeep of this 
ear on this trip is not to be considered as 
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which, respondent asserted, would jus- 
tify an explanation by oral testimony. 
Besides bearing the signatures of Cun- 
ningham and Galik, the instrument 
purports to be signed by Mrs. Wil- 
liams and friend, 715 McAllister 
street, Mrs. A. Pollock, S. R. Duke, 
and George Otto, all of San Francis- 
co. The latter, as we have stated, de- 
nied ever having signed this docu- 
ment. 

The circumstances surrounding this 
transaction and Cunningham’s entry 
into the transportation field, merit 
somewhat extended consideration. 
Cunningham, a destitute homeless 
man, was picked up by respondent on 
Howard street near Third—“skid 
row,” as he termed it—about the first 
of January and introduced into re- 
spondent’s home as a “tenant,” being 
permitted to use the telephone, so re- 
spondent stated, in connection with 
the business of chartering cars.” 

On January 9th Cunningham met 
respondent, so he testified, by appoint- 
ment, in front of the Argus hotel, 
after most of the passengers had been 
picked up. There, he stated, Cunning- 
ham secured the signatures of the pas- 
sengers to the contract and then hand- 
ed it to respondent for his signature. 
Since the latter was then occupied in 
tying on the baggage, he did not ob- 
serve all the passengers sign. There- 


upon, respondent testified, Cunning- 
ham paid him $20 covering his com- 
pensation for this trip, respondent 
stating he did not know what Cun- 
ningham charged the passengers for 
compensation. Immediately follow- 
ing this trip Cunningham disappeared 
and respondent has never sen him 
since, nor had he ever encountered him 
before their meeting on Howard 
street. This was the only occasion, he 
stated, when Cunningham chartered a 
car. Immediately preceding the de- 
parture, Cunningham somewhat solic- 
itously requested respondent, so he 
testified, to oblige the passengers and 
to treat them courteously, this advice 
being somewhat stressed by respond- 
ent as indicative of Cunningham’s in- 
terest in the transaction as charterer 
of the car. 

Respondent asserted that on the 
next day, when about to embark from 
Los Angeles, he entered into a char- 
ter contract, covering the transporta- 
tion of three passengers, including Ot- 
to, with one “Charlie’’ whose last 
name he could not recall. Respond- 
ent was unable to produce this con- 
tract because it had been retained by 
Charlie. For the return trip Charlie 
paid respondent $15 for the load, the 
smaller compensation being due, re- 
spondent testified, to the lower price 
of gasoline prevailing in Los Angeles. 





individual fares. This destination of this char- 
ter party is Los Angeles, Cal. 
“Mrs. Williams 
Address 
and friend 
Address 715 McAllister Age 
“Mrs. A. Pollock 
Address San Francisco Age 
“S. R. Duke 
Address San Francisco Age 
“Geo. Otto 
Address S. F. ge 
First Party Jack Cunningham 
Seconp Party Jos. Galik”’ 


The car mentioned in this agreement bore 
temporary license No. 157016, and not B. E. 
License No. 6-9185, as erroneously stated in 
the agreement. This was the number of the 
board of equalization license issued to respond- 
ent for the year 1936 

15In the course of his description of this 
transaction, respondent somewhat evasively 
denied that he ever permitted Cunningham to 
use the telephone, stating in this connection 
that he had none. However, when further 
questioned he admitted there was a telephone 
on the premises standing in the name of Mrs. 
Galik, his wife, as subscriber. 
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Although respondent did not retain 
the contract covering the north-bound 
trip, he was careful to preserve the 
document covering the journey from 
San Francisco, this being the usual 
procedure, he stated, “because on this 
end it is what they term, that the Grey- 
hound is hostile. That is why we 
keep the contract ourselves.” *® Al- 
though respondent had made several 
other trips during the three months 
preceding the hearing, he was unable 
to recall the names of those to whom 
he had chartered the car. 

It is true this Commission has held 
it has no certificating jurisdiction over 
those engaged in renting the use of a 
motor vehicle and the services of the 
driver on a “for hire” basis. Re Cal- 


ifornia Charter Car Co. Decision No. 
26504, Application No. 18973, No- 
vember 6, 1933. 


Concluding that the application, 


viewed in its entirety, was essentially 
a request to certificate a service 
“which by its inherent characteristics 
cannot be rendered entirely between 
known or fixed termini or over regu- 
lar and predetermined routes,’ the 
Commission also pointed out in that 
decision, that whether the statute may 
be evaded by the subterfuge of char- 
tering a vehicle by special contract 
when the actual offer is to serve each 
individual member of the public, is a 
question to be determined when it 
should arise. 

For us to accept respondent’s tes- 
timony as proof of an arrangement 
entered into in good faith to charter 
his car, would be an undue strain upon 
our credulity. Here, successive ar- 
rangements are alleged to have been 





16 Tr, p. 179. 
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entered into for chartering the car to 
numerous persons, none of whom was 
produced as a witness. On the trip 
southward to Los Angeles the pur- 
ported charterer was an_ itinerant 
picked up on Howard street, whom 
respondent had never seen before and 
whom he never saw again after the 
car left the Argus hotel. On the 
north-bound trip the arrangement was 
made with one whose very name he 
cannot recall. So loose was this ar- 
rangement that this man whose name 
he did not know was permitted to 
keep the contract. In view of the cir- 
cumstances surrounding the transac- 
tion, we must view the alleged con- 
tract in no other light than as a sham 
arrangement designed to conceal the 
true nature of respondent’s undertak- 
ing, which was to engage in the trans- 
portation of passengers for hire, as a 
common carrier, over a regular route 
or between fixed termini. 

The witness Otto denied ever hav- 
ing signed any contract covering either 
trip, and he specifically and categori- 
cally denied having signed the one in- 
troduced in evidence. For the pur- 
pose of comparison, his signature was 
submitted as an exemplar, as was also 
his signature appearing upon a page 
of the register of the New Russ hotel, 
Los Angeles, bearing date January 
9th. A comparison of these signa- 
tures with the purported signature ap- 
pearing on Exhibit 2 does not support 
respondent’s testimony that the latter 
is genuine. Substantial differences 
appear which lead us to conclude oth- 
erwise. 

From the record it is established 
that on two distinct occasions respond- 
ent transported the witness Otto as a 
passenger in his automobile between 
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San Francisco and Los Angeles, col- 
lecting in each instance an additional 
cash fare. In so doing, respondent 
was acting as a common carrier of 
passengers for compensation between 
these points. 


(7) Status of Witnesses Day and 
Otto As Accomplices of Re- 
spondent 

[10] Respondent contends that 
witnesses Day and Otto conspired to- 
gether to induce him to violate § 504, 
Public Utilities Act, their sole pur- 
pose in arranging for Otto’s trip to 
Los Angeles and return being to ap- 
prehend respondent in the act of vio- 
lating this statute. Since each of 
them, it is claimed, acted in violation 
of law, they became accomplices with 
each other and with respondent. Con- 
sequently, their testimony standing 
alone, it is asserted, is insufficient proof 
of respondent’s actions, corroboration 
being required by the terms of § 1111, 
Penal Code. 

From the testimony of witness Day 
it appears that he instructed Otto to 
accompany respondent between San 
Francisco and Los Angeles, and for 
this purpose paid him $25 to cover ex- 
penses. Day was then familiar with 
the terms of the cease and desist or- 
der and suspected that respondent 
might be operating contrary to its pro- 
visions. In this connection, Day stat- 
ed he was manager of Passenger Car- 
riers’ Association, an organization en- 
gaged in assisting in the enforcement 
of laws regulating the transportation 
industry. From Otto’s testimony, it 
appears that on the day preceding the 
first trip, ie., January 8th, he called 
respondent over the telephone from 
Day’s office, the latter or an associate 
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listening to the conversation over an 
extension telephone. His expenses 
were advanced and he was instructed 
to travel with respondent. 

Section 1111, Penal Code, provides 
that: “. An accomplice is here- 
by defined as one who is liable to pros- 
ecution for the identical offense 


charged against the defendant on trial 
in the cause in which the testimony of 
the accomplice is given.” 


Obviously, neither Day nor Otto 
was engaged in operating as a passen- 
ger stage corporation in respect to the 
trips described in their testimony. 

And it is well established that a 
mere informer is not to be considered 
an accomplice. “There is ample evi- 
dence from which the jury could find 
that neither of these witnesses codp- 
erated with defendants for an unlaw- 
ful purpose, and that each was doing 
everything in his power to detect 
crime. Our conclusion is that the evi- 
dence is sufficient to justify a finding 
by the jury that these witnesses were 
feigned accomplices, and as such, their 
testimony required no corroboration.” 
People v. Fitzgerald (1936) 14 Cal. 
App. (2d) 180, 199, 58 P. (2d) 718. 

“It is well established that merely 
engaging in a scheme for the purpose 
of detecting, exposing, and punishing 
crime does not constitute one an ac- 
complice whose testimony requires 
corroboration.” People v. Spaulding 
(1927) 81 Cal. App. 615, 617, 254 
Pac. 614. 


Detectives employed by an enforce- 
ment league, to whom defendant sold 
intoxicating liquor in violation of law, 
are not to be deemed accomplices. 
People v. Heusers (1922) 58 Cal. 
App. 103, 104, 207 Pac. 908. See al- 
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so People v. Keseling (1917) 35 Cal. 
App. 501, 504, 170 Pac. 627. 

This contention cannot be sustained. 

It is apparent that respondent’s op- 
erations herein complained of are vio- 
lative of the cease and desist order. 
The defenses urged in justification 
have not, in our opinion, been estab- 
lished; respondent has failed entirely 
to excuse his disobedience of the or- 
der. For these violations he is guilty 
of contempt and will be punished ac- 
cordingly. 

Findings 

Upon consideration of the record in 
this proceeding, the Commission here- 
by makes the following findings of 
fact: 


(1) On December 10, 1932, the 
Railroad Commission rendered its 


Decision No. 25434 in which it was 
found as a fact that respondent Joe 


Galik was engaged as a passenger 
stage corporation and as a common 
carrier of passengers, for compensa- 
tion, over the public highways between 
San Francisco and Los Angeles, with- 
out first having obtained a certificate 
of public convenience and necessity 
therefor, as required by the Public 
Utilities Act; and in which said re- 
spondent Joe Galik was ordered im- 
mediately to cease and desist such op- 
eration as a passenger stage corpora- 
tion unless and until a proper certifi- 
cate of public convenience and neces- 
sity should have been obtained, and 
said respondent was thereby directed 
not to conduct such service, either di- 
rectly or indirectly, or by his agents, 
employees, representatives, or assign- 
ees. That said order by its terms be- 
came effective twenty days after per- 
sonal service thereof upon said re- 
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spondent. Said order has never been 
set aside, canceled, or revoked, and is 
still in force and effect. 

(2) A certified copy of said Deci- 
sion No. 25434 was personally served 
by the sheriff of the city and county of 
San Francisco upon respondent Joe 
Galik at San Francisco, California, on 
December 17, 1932, and the said Joe 
Galik had personal knowledge of the 
making of said order and its contents, 

(3) On February 4, 1936, there 
was filed with the Railroad Commis- 
sion the affidavit of Howard Day, in 
which it was alleged, in substance, that 
the said Joe Galik, notwithstanding 
the order of the Railroad Commission 
in its Decision No. 25434, and with 
full knowledge of the contents and 
provisions thereof, subsequent to the 
effective date thereof failed and re- 
fused to comply with said order in 
that he is continuing to engage as a 
passenger stage corporation and as a 
common carrier of passengers, for 
compensation, and in that he has op- 
erated or caused to be operated a pas- 
senger stage or passenger stages, as 
defined by the Public Utilities Act, 
over the public highways of this state, 
between fixed termini or over regular 
routes, and specifically between San 
Francisco and Los Angeles, without 
first having obtained from the Rail- 
road Commission a certificate of pub- 
lic convenience and necessity authoriz- 
ing such operation, as required by the 
Public Utilities Act. 

(4) Upon said affidavit being re- 
ceived and filed, the Commission regu- 
larly, on March 2, 1936, made and is- 
sued its order requiring said respond- 
ent Joe Galik to appear before exam- 
iner Austin on Tuesday, April 7, 

' 1936, in the court room of the Com- 
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mission, fifth floor, State building, 
San Francisco, California, and then 
and there show cause, if any he had, 
why he should not be punished for 
contempt for his failure and refusal 
to comply with the terms and condi- 
tions of said Decision No. 25434 and 
for his continued operation as a com- 
mon carrier passenger stage corpora- 
tion, without obtaining a certificate, 
between San Francisco and Los An- 
geles, in violation of said decision and 
of the laws of the state of California. 
Said order to show cause, together 
with the said affidavit upon which it 
was based, was personally served up- 
on respondent Joe Galik at San Fran- 
cisco on March 18, 1936. Thereafter 
said respondent duly answered said or- 
der to show cause, and a public hear- 
ing was had in said matter on April 
7 and 22, 1936. 

(5) Notwithstanding the order of 
the Railroad Commission contained in 
said Decision No. 25434, and with full 
knowledge and notice of said order 
and of the contents thereof, and sub- 
sequent to the effective date thereof, 
the said respondent Joe Galik has 
failed and refused to comply with the 
terms thereof, and continued to en- 
gage as a passenger stage corporation 
and as a common carrier of passen- 
gers, for compensation, over the pub- 
lic highways of this state, and specific- 
ally between San Francisco and Los 
Angeles, and particularly on the 9th 
and 10th days of January, 1936, 
without first having obtained from the 
Railroad Commission a certificate of 
public convenience and _ necessity 
therefor, as required by said Public 
Utilities Act. 

(6) Notwithstanding said order of 
the Railroad Commission contained in 
[21] 
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said Decision No. 25434, and with full 
knowledge and notice of said order 
and of the contents thereof, and sub- 
sequent to the effective date thereof, 
said respondent Joe Galik operated or 
caused to be operated a passenger 
stage or stages, as defined in said Pub- 
lic Utilities Act, over the public high- 
ways of the state of California, to wit: 
between San Francisco and Los An- 
geles, without first having obtained 
from the Railroad Commission of the 
state of California a cert:dcate declar- 
ing that public convenience and neces- 
sity require such operation. 

(7) On January 9, 1936, said re- 
spondent Joe Galik operated an auto- 
mobile as a common carrier, for com- 
pensation, over the public highways of 
this state between San Francisco and 
Los Angeles; said automobile was a 
7-passenger Packard sedan bearing 
California temporary license number 
157016; six adult passengers and one 
infant were carried in said automo- 
bile from San Francisco to Los An- 
geles, as aforesaid; each of said six 
adult passengers so carried, as afore- 
said, paid to respondent Joe Galik an 
individual fare of $5 for transporta- 
tion from San Francisco to Los An- 
geles, California, and said passengers 
were and each of them was so trans- 
ported from San Francisco to Los 
Angeles in said automobile in return 
for said compensation. 

(8) On January 10, 1936, said re- 
spondent Joe Galik operated an auto- 
mobile as a common carrier, for com- 
pensation, over the public highways of 
this state between Los Angeles and 
San Francisco; said automobile was 
a 7-passenger Packard sedan bearing 
California temporary license number 
157016; three adult passengers were 
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carried in said automobile from Los 
Angeles to San Francisco, as afore- 
said; each passenger so carried, as 
aforesaid, paid to respondent Joe Ga- 
lik an individual fare of $5 for trans- 
portation from Los Angeles to San 
Francisco, California, and said pas- 
sengers were and each of them was 
so transported from Los Angeles to 
San Francisco in said automobile in 
return for said compensation. 

(9) Each and all of the acts men- 
tioned in the foregoing paragraphs 
(5) to (8), inclusive, are in violation 
of said Decision No. 25434 of the 
Railroad Commission ; that the failure 
and refusal, and failure or refusal, of 
respondent Joe Galik to cease and de- 
sist from performing the matters and 
things set forth in said paragraphs 
(5) to (8), inclusive, and in each of 
said paragraphs, were and are and was 
and is in violation and disobedience 
of said Decision No. 25434; that all 
of said violations of said decision 
were and each of them was committed 
with full knowledge and notice there- 
of upon the part of said respondent 
Joe Galik ; that said order of the Rail- 


road Commission was at all times 
mentioned herein, and in said para- 
graphs (5) to (8), inclusive, of said 
findings, and in each of said para- 
graphs, and now is, in full force and 
effect ; that said respondent Joe Galik 
has violated said order of said Rail- 
road Commission with full notice and 
knowledge of the contents thereof and 
with the intent on his part to violate 
the same; that at the time said Deci- 
sion No. 25434 was rendered and at 
the time of the effective date thereof, 
said respondent Joe Galik was able to 
comply and has been at all times since 
and was at the time of said violations 
and each of said violations of said de- 
cision, able to comply therewith, and 
with the terms thereof. 

(10) The failure of said respond- 
ent Joe Galik to comply with the said 
order of the Railroad Commission, 
and his continuance to operate as a 
passenger stage corporation and as a 
common carrier of passengers, as 
aforesaid, is in contempt of the Rail- 
road Commission of the state of Cal- 
ifornia and its order. 





NEW YORK SUPREME COURT, APPELLATE DIVISION, 
THIRD DEPARTMENT 


Iroquois Gas Corporation 


a a Oe | 


(251 App. Div. 528, 297 N. Y. Supp. 907.) 


Intercorporate relations, § 1.1 — Status of affiliated company — Wholesale gas 


contract. 


1. The language of a contract between two wholly owned subsidiaries of 
one holding company is of much less importance than the facts surrounding 
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the transaction in determining the question whether the relationship between 
the companies, with respect to the delivery and distribution of gas, is that 
of principal and agent or of seller and purchaser, p. 323. 


Intercorporate relations, § 14 — Separate corporation — Individual entities. 


2. Separate corporations with common stock ownership should not be treat- 
ed as individual entities if thereby reasonable regulation is hampered, p. 


323. 


(Crapser, J., dissents.) 


[July 2, 1937.] 


|. giaesecsing? for certiorari order to review order of Com- 

mission directing a gas distributing company to carry in 

its accounts and to report receipts from gas produced by a 

related company and delivered to it as receipts from the sale of 

gas purchased; Commission order affirmed. For Commission 
decision, see 13 P.U.R.(N.S.) 101. 


Argued before Hill, P. J., and 
Rhodes, Crapser, Bliss, and Heffer- 


nan, JJ. 


APPEARANCES: Kenefick, Cooke, 
Mitchell, Bass & Letchworth, of Buf- 
falo (Daniel J. Kenefick, of Buffalo, 
of counsel), for Iroquois Gas Corpo- 
ration, petitioner; Sherman C. Ward 
and Gay H. Brown, both of Albany 
(Laurence J. Olmsted, of Syracuse, 
of counsel), for defendant Public 
Service Commission. 


Hiti, P. J.: Appellant is a New 
York state corporation engaged in 
producing gas which it distributes in 
Buffalo and the surrounding cities and 
villages. It also distributes gas pro- 
duced by United Natural Gas Com- 
pany, a Pennsylvania corporation. 
Each company is wholly owned by the 
National Fuel Gas Company. By the 
order appealed from, the Public Serv- 
ice Commission directed the Iroquois 
Company to carry in its accounts and 
to report the receipts from gas pro- 
duced by the United Company and de- 
livered to the Iroquois as receipts 
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from the sale of gas purchased from 
the United. The terms of the con- 
tract between these companies make 
the transaction one of agency, the Iro- 
quois acting for the principal, the 
United. 

[1,2] From the briefs the real issue 
seems to be a secret. No disclosure is 
made as to why the Commission is in- 
terested in having the accounts and re- 
ports indicate a sale, or why the com- 
pany so strenuously objects to making 
the entries. No showing is made by the 
company that financial loss will result 
to it by observing the order. In de- 
termining the real relation, the lan- 
guage of a contract between two whol- 
ly owned subsidiaries of one holding 
company is of much less importance 
than the facts surrounding the trans- 
action. It is hardly to be assumed that 
the Commission has made this order 
for the purpose of marching the Iro- 
quois up the hill and then to march it 
down again. Rather I would assume 
that the Commission believes the trans- 
action to be a purchase and sale, and 
that the written contract indicating 
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agency would befuddle the issue in a 
proceeding to fix a fair and reasonable 
rate to be charged consumers. Sepa- 
rate corporations, with common stock 
ownership, should not be treated as 
individual entities if thereby reason- 
able regulation is hampered. 

I favor an affirmance. 

Determination confirmed, with $50 
costs and disbursements. 


Rhodes, Bliss, and Heffernan, JJ., 
concur. 


CraApsER, J. (dissenting) : The Iro- 
quois Gas Corporation is a domestic 
corporation engaged in producing, 
purchasing, transporting, and distrib- 
uting natural and manufactured gas 
and serving consumers in the cities of 
Buffalo and Lackawanna and in many 
villages and towns in adjoining coun- 
ties. The United Natural Gas Cor- 
poration is a Pennsylvania corporation 
engaged in the business of producing 
and distributing natural gas from gas 
fields located in Pennsylvania. 

The United Natural Gas Corpora- 
tion formerly constructed, owned, and 
operated transmission pipe lines be- 
tween the city of Buffalo and its Penn- 
sylvania gas fields. In May, 1911, the 
United Natural Gas Corporation or- 
ganized the petitioner company to take 
over all of its properties located in the 
state of New York. In June, 1912, an 
order was granted by the Public Serv- 
ice Commission permitting the trans- 
fer of all of the properties of the Unit- 
ed Natural Gas Company in New 
York state to the Iroquois Gas Corpo- 
ration which latter company com- 
menced operations in New York state 


on July 1, 1912. Since that date, the , 


United Natural Gas Corporation has 
20 P.U.R.(N.S.) 


not operated gas properties in the 
state of New York. 

It is conceded that the United Nat- 
ural Gas Company of Pennsylvania 
and the Iroquois Gas Corporation are 
affiliated companies within the mean- 
ing of § 110 of the Public Service 
Law (as added by Laws 1930, Chap. 
760). The stock of each company is 
owned by the National Fuel Gas Com- 
pany. Each corporation has separate 
officers and boards of directors with 
the exception of one director in com- 
mon. 

On January 10, 1935, the Iroquois 
Gas Corporation entered into a cer- 
tain agreement with the United Natu- 
ral Gas Company, which agreement 
was duly and regularly filed with the 
Public Service Commission. There- 
after and on the 25th day of June, 
1935, the Public Service Commission 
instituted a proceeding upon its own 
motion for the purpose of determin- 
ing whether the expenditures and re- 
ceipts incurred or received under this 
contract, known as Special Contract 
No. 4, were charged or credited to the 
proper accounts as provided by the 
provisions of the Uniform System of 
Accounts for Gas Corporations pro- 
mulgated by the Public Service Com- 
mission. The Commission also de- 
sired to ascertain whether the relation- 
ship between the two companies was 
in fact that of principal and agent as 
stated in the contract or whether in 
reality the relationship between the 
parties is that of seller and purchaser. 

The contract is dated January 10, 
1935, between the United Natural 
Gas Company, a Pennsylvania corpo- 
ration, and the Iroquois Gas Corpora- 
tion, a New York corporation. 

It recites that the Iroquois Gas Cor- 
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poration has been receiving natural 
gas from the United Natural Gas 
Company and distributing and selling 
such gas for the United Company un- 
der an agreement dated November 13, 
1920, as subsequently amended, and 
that the parties are desirous of con- 
tinuing their contractual arrangement 
upon the terms and conditions therein 
set forth and of terminating the said 
agreement of November 13, 1920. 

The contract then provides that the 
United Company, after supplying its 
own customers in Pennsylvania and 
Ohio, agreed to furnish and deliver 
to the extent of its ability to the Iro- 
quois Company “for distribution and 
sale to consumers of the Iroquois 
Company for the account of the Unit- 
ed Company, all the natural gas which 
the Iroquois Company shall require 
beyond the amount the Iroquois Com- 
pany produces and purchases in the 
state of New York’”’ and the Iroquois 
Company “agrees to receive, distrib- 
ute, and sell such gas under the con- 
ditions hereinafter set forth.” 

The United Company agreed to 
keep and maintain its wells and lines 
and other apparatus in such condition 
as to be prepared to furnish the Iro- 
quois Company sufficient gas to meet 
any deficiencies or shortages in the 
supply received by the Iroquois Com- 
pany from other sources. 

The gas is to be measured by meters 
installed and maintained at the sole 
expense of the United Company and 
operated at the joint expense of the 
two companies, and to be located at 
the Lewis Run station of the United 
Company, and the point of delivery 
shall be the state line between New 
York and Pennsylvania where the 
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mains of the United Company meet 
the mains of the Iroquois Company. 


The United Company agrees on or 
before the tenth of each month to fur- 
nish the Iroquois Company a state- 
ment showing the total amount of gas 
furnished by the United Company to 
the Iroquois Company “during the pe- 
riod from the fifteenth day of the sec- 
ond preceding month to and including 
the fifteenth day of the first preceding 
month.” Such statement shall be 
known as the “delivery statement” for 
the preceding month. The Iroquois 
Company agrees on or before the 20th 
of each month to furnish to the Unit- 
ed Company a statement to be known 
as the “sales statement” for the pre- 
ceding month “showing the total 
amount of such gas distributed and 
sold by the Iroquois Company for the 
account of the United Company, and 
at the same time the Iroquois Com- 
pany will account for and pay over 
to the United Company from the pro- 
ceeds of the sale of the gas so dis- 
tributed and sold a sum computed as 
follows: 
50¢ per 1,000 cubic feet for the first 150,000 
M cu. ft. of gas shown on any such sales 
statement. 

48¢ per 1,000 cubic feet for the next 150,000 
M cu. ft. of gas shown on any such sales 
statement. 

46¢ per 1,000 cubic feet for the next 150,000 
M cu. ft. of gas shown on any such sales 
statement. 

43¢ per 1,000 cubic feet for all over a total of 
450,000 M cu. ft. of gas shown on any 
such sales statement. 

The contract also provided that 
“the Iroquois Company is entitled to 
retain, and shall retain, the difference 
between the amount so paid over to 
the United Company and the amount 
received by the Iroquois Company as 
the proceeds from the sale of such gas 
as commission for the services of the 
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Iroquois Company in distributing and 
selling such gas.” 

The contract finally provides that 
“This agreement shall apply to all gas 
delivered and received on and after 
December 16, 1934, and may be ter- 
minated by either party on ninety days’ 
written notice to the other.” 

The Iroquois Company and not the 
United Company owns and exercises 
the municipal franchises in this state 
under which gas is distributed and 
has filed the tariffs under which gas is 
sold to consumers in New York. 

The Iroquois consumers who re- 
ceive gas delivered by the United Com- 
pany to the Iroquois cannot be distin- 
guished from those receiving gas pur- 
chased or manufactured by the Iro- 
quois. 

The accounting entries made by the 
petitioner and appellant to reflect the 
transactions pursuant to this contract 
were based on the premises that the 
contract constituted an agency agree- 
ment. 

After hearings duly held, the Public 
Service Commission held that the con- 
tract was not an agency agreement be- 
tween the parties but was a contract 
for the purchase and sale of gas. It 
further determined that the account- 
ing practices of the Iroquois Gas Cor- 
poration for gas received from the 
natural gas company were incorrect 
and did not properly reflect the trans- 
actions between the parties. 

The Public Service Commission’s 
order requires the Iroquois Company 
to treat the contract with the United 
Company as a contract to purchase the 
gas and to enter in its accounts the 
entire proceeds of the sale of such gas 
to its consumers as a revenue to the 
Iroquois Company and to enter into 
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its accounts of operating expenses the 
portion of proceeds for the sale of gas 
remitted to the United Company pur- 
suant to the provisions of the con- 
tract. 

The portion of the proceeds for the 
sale of the gas remitted to the United 
Company is not a revenue of the Iro- 
quois Company and is not an expense 
of the Iroquois Company. 

The contract provided that the Iro- 
quois Company was to sell as agent 
for the United Company the gas de- 
livered to it and to remit for the gas 
sold to the United Company a certain 
price per thousand cubic feet and un- 
der the contract the commission of the 
Iroquois Company was to be the 
amount that the Iroquois Company 
could get for the gas over what it was 
to remit to the United Company. 

I believe that this contract is an 
agency agreement and not a contract 
for the purchase and sale of gas. 

The United Company delivered its 
gas to the Iroquois Company to sell; 
the Iroquois Company was engaged in 
the business of selling gas and was to 
receive compensation for its services. 
The Iroquois Company had actual or 
constructive possession of the gas 
which was necessary in order that it 
might sell the same and give validity 
to any contract made by it with other 
persons for the sale or disposition of 
the same. 

Commissions constitute an ordinary 
method in which the remuneration of 
factors is provided; the compensation 
may be provided for by allowing the 
factor to retain the excess of the pro- 
ceeds over a specified price. 

All of the elements of the relation 
of principal and factor were contained 
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the manner of dealing between the 
two companies. 25 C. J. page 342, § 
43, Personal Property Law. 

Under subdivision 9 of § 66 of the 
Public Service Law the Commission 
has “power to examine the accounts, 
books, contracts, records, documents, 
and papers of any such corporation, 
person, or municipality, and have 
power, after hearing, to prescribe 
by order the accounts in which par- 
ticular outlays and receipts shall be 
entered, charged, or credited.”’ 

No power has been conferred upon 
the Public Service Commission to in- 
validate this contract or to change it 
from an agency agreement to a con- 
tract for the purchase and sale of gas. 
The Commission had no power to com- 
pel the Iroquois Company to enter in 


its accounts the entire proceeds of the 
sale of the gas received from the Unit- 
ed Company to its consumers as reve- 
nue and to enter in its account of op- 
erating expenses the portion of the 
proceeds of the sale of gas remitted to 
the United Company pursuant to the 
provisions of the contract. 

There would be no question of the 
right of the Public Service Commis- 
sion to require the petitioner and ap- 
pellant to make the entries in its books 
and records directed by the order re- 
viewed herein if the contract between 
the United Company and the Iroquois 
Company was one of purchase and 
sale. 

The order and decision of the Pub- 
lic Service Commission should be an- 
nulled with $50 costs. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re The Butler Suburban Water 


Company et al. 


[Application Docket Nos. 36157-—36188.] 


Intercorporate relations, § 19 — Loans — Domestic utilities. 
1. It is against the Commission’s policy to have one Pennsylvania utility 
lend its funds to another utility, p. 328. 


Intercor porate relations, § 19 — Loans. 


2. Permission for subsidiary companies to borrow money from their imme- 
diate parent companies and to pay interest at a reasonable rate was granted, 
except as to proposed borrowing from parent companies which were also 
Pennsylvania utilities, it being understood that approval by the Commission 
should not bind the Commission in any rate or other proceeding to allow 
a return equal to the interest paid upon the borrowed funds, p. 328. 


[September 8, 1937.] 


. yeowery for approval of the borrowing of money from 
affiliated interests; granted in part. 
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By the Commission: The petition- 
ers in these cases are subsidiaries of 
American Water Works and Electric 
Company, a holding company. Each 
of them seeks permission to borrow 
money from its immediate parent in 
the American Water Works system, 
and to pay simple interest at not ex- 
ceeding 6 per cent per annum upon the 
average monthly balances which shall 
be owed to its parent in the future. 

These petitions are not for approval 
of any new arrangement, but of the 
continuance of an existing arrange- 
ment, for it has been the practice of 
these utilities to borrow funds from 
their parents for the purpose of 
financing construction of plant, or for 
working capital, or, in some instances, 
to have the parents pay expenses in- 
curred by the utilities, and to repay 
these obligations as cash becomes 
available from operations. It is pro- 
posed to continue these transactions. 

[1] Two of these petitioners, The 
Butler Suburban Water Company and 
Whitaker Water Company, propose to 
borrow funds from parents which are 
also Pennsylvania utilities. It is 
against the Commission’s policy to 
have one Pennsylvania utility lend its 
funds to another utility, and these two 
petitions (A. 36157 and 36158), will 
be disapproved. 

[2] The Commission has no objec- 


tion to the other petitions, subject to 
the interest rate being reasonable, and 
it being understood that our approval 
of these cases shall not bind us, in any 
rate or other proceeding, to allow a 
return to any petitioner equal to the 
interest which it shall have paid upon 
the borrowed funds; therefore, 

Now, to wit, September 8, 1937, it 
is ordered: That the borrowing of 
money by The Butler Suburban Water 
Company from The Butler Water 
Company (A. 36157), and by Whit- 
aker Water Company from South 
Pittsburgh Water Company (A. 
36158), be and is hereby disapproved. 

It is further ordered: That the bor- 
rowing of money by each of the other 
petitioners herein, from the parent 
named in its application (A. 36159 to 
A. 36188, inclusive), be and is hereby 
approved, subject to the following 
conditions : 

1. That the interest rate shall not 
exceed the lesser of (a) 6 per cent 
per annum on the average monthly 
balances of the obligation or (b) one- 
half of one per cent more of the face 
of the obligation than the cost of the 
loaned money to the lender. 

2. That such approval shall not 
bind the Commission to allow such 
petitioner a return equal to the interest 
it shall have paid upon the borrowed 
funds. 
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Industrial 


Progress 





Promotes Transit Service 


Donatp Murray has been appointed gen- 
G. eral manager of a new department of 
Public Service Codrdinated Transport, sub- 
sidiary of Public Service Corp. of New Jer- 
sey, to increase use of buses and street cars 
for local transportation, according to an an- 
nouncement by Thomas N. McCarter, presi- 
dent. 


Gas Industry Plans for 
World’s Fair 


as Exhibits, Inc., a coOperative, non- 
profit enterprise for promoting the use 
of gas and gas appliances through a dramatic 
display in the 1939 New York World’s Fair, 
has issued a booklet explaining the organiza- 
tion and program of Gas Exhibits, Inc. 
Copies of the booklet may be obtained from 
Gas Exhibits, Inc., 60 East 42nd Street, New 
York, N. Y. 


Raise Refrigerator Prices 


RIcEs on the new 1938 line of electric re- 

frigerators have been advanced by the 
Frigidaire division of General Motors Corp., 
and by Westinghouse Electric & Manufactur- 
ing Co., according to recent announcements. 

Frigidaire’s increases average $5 on lower 
priced units and $10 on larger models. On 
Westinghouse refrigerators, the advances 
range from $5 to $10, with the average in- 
crease about $7.50 per unit. 

In introducing its new line of refrigera- 

tors, General Motors Corp. also presented for 
the first time its line of electric ranges, at 
prices from $129.50 to $199.50. 
_ The electric refrigeration industry will sell 
from 2,250,000 to 2,500,000 units in 1938, A. E. 
Allen, vice president of Westinghouse Elec- 
tric & Manufacturing Co., predicted at a 
preview meeting of the company’s new mod- 
els for 1938. The industry will sell approxi- 
mately 2,500,000 units in 1937, with an esti- 
— retail value of $400,000,000, Mr. Allen 
said, 

_ The replacement market for electric re- 
Inigerators is beginning to take form, Mr. 
Allen said. In 1937, from 10% to 12!%4% of 
the sales will replace old refrigerators, and in 
the coming years, the replacement market will 
be a valuable one, Mr. Allen said. 


Single-Phase Watthour Meter 
Announced by G-E 
\ 71TH the introduction of its new type I-30 


single-phase watthour meter, the Gen- 
tral Electric Company is presenting a wide- 
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limit meter which has the equivalent per- 
formance of four sizes of previous types, 
namely, the 5-, 10-, 15-, and 25-ampere rat- 
ings. 

Designed primarily for residential loads, 
this new meter with a nameplate rating of 15 


1-30 Single-Phase Meter 


amperes has a practically flat accuracy char- 
acteristic from 0.5 to 60 amperes. Thus a 
single I-30 meter can cover this load range 
and make possible large savings in inventory 
and maintenance expense. 

The type I-30 meter retains all the essen- 
tial mechanical features of previous designs 
and conforms to the standardization program 
for meter mountings. It is available in two 
forms, the type I-30-A for bottom connection 
and the type I-30-S for socket or plug-in 
mounting. 

Two of the new features which contribute 
to the wide-limit accuracy of the new I-30 
meter are an entirely new driving element 
with compensating shunt for high and low 
current values and a new light load and lag 
adjustment which is compensated for the ef- 
fect of temperature variations when loads of 
less than unity power factor are being reg- 
istered. 


Business Machine Products 
Total $150,000,000 Yearly 


Ge value of the products of the business 
machines industry is about $150,000,000 a 
year, according to Frederick W. Nichol, vice 
president and general manager of Interna- 
tional Business Machines Corporation. Ad- 
dressing the National Business Show lunch- 
eon at the Advertising Club in New York re- 
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cently, Mr. Nichol pointed out that business 
machines, like manufacturing machines, create 
jobs, add to the pay checks of workers, re- 
lieve drudgery, benefit consumers, and contrib- 
ute to social progress. 

oday the business machines industry em- 
ploys as many people as there were office 
workers in the United States in 1870. And, 
in addition, there are nearly five million of- 
fice workers in this country today. 

A feature of the meeting was a broadcast 
from The Hague, Holland, by Thomas J. 
Watson, president of the International Cham- 
ber of Commerce and head of International 
Business Machines Corporation who spoke on 
the importance of modern machines to mod- 
ern business. 


Johns-Manville Issues 
1937-38 Catalog 


Beppe gine has issued its 1937-38 
catalog of industrial products. In 64 pages, 
the booklet contains recommendations on 
building of insulating structures and informa- 
tion on insulation, roofing, corrugated Tran- 
site and Transite pipe, industrial friction ma- 
terials, electrical conduit and packings and 
gaskets as well as a number of other prod- 
ucts. A copy may be obtained upon request to 
~~ 22 East 40th St., New York, 


International Truck Sales 
Set New. Record 


Bing year 1937 has proved the most notable 
in the history of International motor 
trucks, recording new high marks in sales, en- 
gineering, and expansion, according to P. V. 
Moulder, manager, motor truck sales, Inter- 
national Harvester Company. - 

Establishing good gains month by month 
through the year over the corresponding 
months in 1936, International registrations in- 
creased during the first eight months from 
48,147 units in 1936 to 53,657 trucks for the 
same period in 1937. According to official fig- 
ures, International truck registrations in 
August showed an increase of 22 per cent 
over the corresponding month last year, ex- 
ceeding any month in the history of the busi- 
ness, 

Additions have been made to International 
truck plants during the past two years and 
recently President Sydney G. McAllister an- 
nounced that a new $4,000,000 plant will be 
built in Indianapolis for the manufacture of 
International truck engines. 


Permaflector Price Changes 


| wearers price changes and the withdrawal 
of the Permaflector Trade-In Proposition 
as of November 28, 1937, are announced in 
the current Permaflector News, issued by 
igen Reflector Company, Pittsburgh, 

a. 

The News also includes interesting illus- 
trations of how permaflectors have solved 
lighting problems in utility display rooms, 
other commercial establishments and churches. 
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New Hydro-Therm Sterilizer 
Has Robertshaw Control 


fg glasses, dishes and silverware 
“as clean as a surgeon’s instrument” jg 
the assurance that any hotel restaurant or bar 
can now give its patrons through the use of 
Hydro-Therm, manufactured by the Hydro- 
Therm Sterilizer Corporation of Boston, 
Mass. 

Taking the same principle of sterilization 


Improved Standard Model Hydro-Therm 
Sterilizer. 


as practiced in hospitals, they applied it to a 
product built for heavy duty and designed to 
be operated easily and quickly. 

The Hydro-Therm method is simple and 
complies with Board of Health requirements. 
After glassware or tableware is washed, it is 
placed in racks and lowered into a tank oi 
water that is from 160° to 210°. Left for only 
a few minutes, the glasses are taken out thor- 
oughly sterile and clean. This method is 
claimed to be superior to the use of live steam 
because the glasses and dishes come out 
sparkling and with no mist film. 

Thermostatic control keeps the water at the 
correct temperature at all times. Each Hydro- 
Therm is equipped with a Robertshaw Auto- 
matic Heat Control which maintains the 
proper temperature without requiring the op- 
erator to guess at the degree of heat or turn 
the gas flame up or down. 

The wire baskets for Hydro-Therm are de- 
signed to prevent breakage and have a capac- 
ity of 800 glasses an hour. 


Blaw-Knox Units Consolidated 


A“ domestic subsidiaries of the Blaw-Knox 
Company, Pittsburgh, Pa. have been 
consolidated into one corporate unit, accord- 
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ing to William P. Witherow, president. Ef- 
fective November Ist, domestic subsidiaries 
became known as divisions of Blaw-Knox. 

This action has been taken, Mr. Witherow 
said, to simplify and strengthen the cor- 
porate structure and to effect certain econo- 
mies. Officers of the former subsidiaries will 
retain their respective statuses. 

Pittsburgh Rolls Corporation, Lewis 
Foundry & Machine Company, Union Steel 
Castings Company and National Steel Alloy 
Company are the subsidiaries affected by the 
consolidation. 


Okonite Offers New Film 


HE Okonite Company, Passaic, New Jer- 

sey, have just completed a new two reel 
sound film showing how rubber insulated 
wires and cables are made and used. Lowell 
Thomas is the narrator. It will be shown 
without charge in 16mm. and 35mm. sizes to 
those interested in this subject. 


Trailer Handles Transformer 
Load of 101 Tons 


O" of the first loads to be hauled on a 
new Fruehauf trailer, which is said to 
be the world’s largest trailer from the stand- 
point of capacity, was an electric transformer 
weighing 82 tons. This was an “experiment” 
and it worked so well that the transformer’s 
daddy, weighing 101 tons, was the next job 
undertaken by this massive vehicle. The 
transformers were hauled for the Los Angeles 
Bureau of Power and Light and the distance 
in each case was about six miles. 

The entire train is equipped with Goodrich 
Silvertown tires, 34 of them, 16 on the rear 
trailer axles, 8 on the dolly axles and 10 on 
the truck. 

The trailer, which was recently delivered 
by the Fruehauf Trailer Company of Cali- 
fornia to the Belyea Trucking Company of 
Los Angeles, is of the low bed variety, the 
load deck he’ght. being only 30 inches. As 
this would not clear the wheels, there is a 
rear deck 36 inches high. The load may be 
distributed over both decks or concentrated 
upon one. 
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Fruehauf Heavy-Duty Trailer 





Bulletin Describes Kinnear 
Motor-Operated Doors 


HE Kinnear Manufacturing Company 
Columbus, Ohio, has issued a_ bulletin 
(No. S-17) describing their motor operated 
doors with push button control. 
Although it is the most practical plan to 
install a complete job—door and. operating a 
motor—at one time, the bulletin points out 
that the power equipment is so designed that 
existing manually operated Kinnear doors can 
be economically motorized at any time. For 
that reason, this bulletin is devoted primarily 
to a description of the power equipment. 
This bulletin and other booklets giving fur- 
ther details of the door, will be furnished by ® 
the manufacturer upon request. 








National Safety Council 
Elects Officers 
A the 26th National Safety Congress and 


Exposition, in Kansas City, Mo., D. D. | 
Fennell, consulting engineer of Chicago, was 





elected president of the National Safety 
Council by the Council’s executive committee, 

Mr. Fennell, who succeeds Dr. C. H. Wat- 
son, medical director of the American Tele- 
phone & Telegraph Co., brings to the presi- 
dency of the Council experience and enthus- 
iasm gained in 20 years of active safety work. 
He becomes president at a time when safety 
work is assuming even greater importance 
because of the ever-increasing accident prob- 
lem created by the fact that more cars are on 








the highways and more men at work than in p, Soe 
many years. oe 





Seven vice presidents and a managing di- 


rector also were elected. Roe 
W. H. Cameron, Chicago, managing direc- #. - ; 
tor of the Council since it was founded in > 
1913, was re-elected. xt = 
C. W. Dempsey, Chicago, secretary of the of t 


Liquid Carbonic Corporation, was_ elected 
vice president for finance; Harry Guilbert, 
Chicago, director of the Bureau of Safety 
and Compensation for the Pullman Company, 
vice president for membership; Frank Harri- 
son, Chicago, assistant works manager of In- 
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ternational Harvester Company, vice presi- 
dent for industrial safety. 

A. V. Rohweder, Duluth, Minn., supervisor 
of safety and welfare, for Duluth, Missabe & 
Iron Range Railway Company, was elected 
vice president for Community Councils; Wal- 
ter S. Paine, Hartford, Conn., manager, en- 
gineering and inspection department of Aetna 
Life Insurance Company, vice president for 
engineering ; A. W. Whitney, New York City, 
consulting director of the National Conserva- 
tion Bureau, vice president for education; and 
Governor Harold G. Hoffman, of New Jer- 
sey, vice president for public safety. 


Consolidated Metals Issues New 
Circular and Price List 


A= descriptive circular and price 
list, covering the complete line of Motex 
products—consisting of: babbitt metal, solder 
metal, cored and solid bearing bronze bars 
and all non-ferrous metals has been issued by 
Consolidated Metals Corporation, sole manu- 
facturers of Motex Bearing Metals, 5531- 
5535 Woodward Avenue, Detroit, Michigan. 
This circular also contains a chart show- 
ing weights and sizes of standard bearing 
bronze bars, which is very useful in estimat- 
ing costs on maintenance repairs. Copies are 
available upon request to the manufacturer. 


Produce World’s Cleanest Air 
In Chicago Building 


 & Chicago’s downtown loop area where 
annually the dirt deposited out of the at- 
mosphere averages a thousand tons per square 
mile, electrical engineers are producing the 
cleanest air in the world, according to West- 
inghouse engineers. 

Before being distributed through the lower 
floors of the Field Building, air is cleaned by 
an electrostatic process developed by the 
Westinghouse Research Laboratories which 
removes up to 99 per cent, by weight, of all 
particles in the atmosphere, even those which 
are as small as four-millionths of an inch in 
diameter and almost sub-microscopic. In 
every cubic foot of city atmosphere millions 
of tiny particles may remain continually sus- 
pended and it has been found that they can 
be removed only by this ingenious electrical 
treatment. 

Dust particles so small that they flow 
through any mechanical filter are removed in 
a simplified process of electric precipitation. 
By this process, impurities are taken from 
the air, not by sifting them out mechanically 
but charging all particles electrically and then 
pulling them out as they pass through an elec- 
trostatic field, in a manner similar to that by 
which a magnet attracts iron filings. 

In the Field Building, first to have an elec- 
trostatic installation, 18 units have been in- 
stalled which are capable of cleaning 272,000 
cubic feet of air each minute. In a year’s time, 
it is estimated, the installations will have col- 
lected approximately 600 bushels of impurities, 
90 per cent of which will consist of particles 
one-hundredth the diameter of human hair. 
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Although the Field Building installation js 
the pioneer installation for office buildings, 
Westinghouse engineers have found applica. 
tions for the process, other than those for 
homes and offices. It will soon provide clean 
air in one of the chemical laboratories of the 
Bureau of Standards in Washington; it is be. | 
ing considered for hospitals; in an automatic 
telephone exchange it prevents dust from col- 
lecting on switch contacts and failures from 
this cause have been reduced 60 per cent; one 
industrial application now cleans the gas for 
steel mill furnaces to prevent the nozzles of 
the burners from clogging with foreign mat- 
ter; art galleries may use it as a protective 
measure to prevent dirt scum from deteriorat- 
ing precious paintings and sculpture. 


Ideal Adds “Vibrating Type” 
to Voltage Regulator Line 


NEw type of Vibrating Voltage Regulator 
has been added to its regular line of Car- 
bon-Pile Type Regulators, by the Ideal Com- 
mutator Dresser Company, 1558 Park Ave, 
Sycamore, III. 
Primarily designed for the voltage con- 
trol of A. C. generators, which are subject to 


Vibrating Voltage Regulator 


wide load variations, the action of this 1 
regulator is fast, since there are no dash 
pots, or other damping devices to slow # 
action when load variations occur. 
irregularity causes expensive shutdow! 
slows up production—wastes power, results 
in eyestrain or even proves a hazard to work 
men due to the dimming lights. 4 

All live parts of the Ideal Regulator are 
enclosed, for safety and appearance. It 
easily installed and operated. 

The complete services of the Ideal & 
neering Department are available to purchas 
ers of Ideal Regulators. This service, 
comes especially valuable with the addit 
to the Engineering Department of Mr. LD 
Applegate, who has specialized for 1 
years in Voltage Regulators. 
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Pennsylvania Distribution Transformers 


pe” . . . 
ne Give Maximum Service and Economy 
f “mm Coils are circular—not rectangular—so that they withstand short 


Com- circuits without distortion. 

Ave, Coils are of the open type, similar to power transformers—in- 

vo, stead of the ordinary closed type. 

ect to Coils are treated in varnish—not compound—and therefore will 
not soften under high temperature nor contaminate oil. 
Coils, due to open type construction, have a low temperature 

gradient between copper and oil—a feature which permits greater 
overloads with perfect safety! 
Coils are treated at a temperature limited to 105°C (the maxi- 
mum permitted by A. I. E. E.), thus assuring a permanently 
safe and pliable insulation. 
High-tension and low-tension bushings are bolted from the ex- 
terior of case, eliminating necessity for handling tools on inside. 
The transformer insulation is properly co-ordinated with the 
flash-over of the bushings, thus providing necessary surge-resist- 
ing qualities. 
The transformer is so designed that radio interference is reduced 
to a minimum. 


No matter how complex your problem may seem, 
our engineers can help provide the solution. 


Pennsylvania Transformer Co. 
1701 Island Avenue, N. S., Pittsburgh, Pa. 


: 


5 SER SE 


coal 
= 
a 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Good Will Remains 
Behind Hoosier Crews 


HoosiER ENGINEERING Co. 


46 So. 5th St., Columbus, Ohio 
Chicago Canadian Hoosier Engineering Co., Ltd. New York 
Montreal 


ERECTORS OF TRANSMISSION LINES 
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A Famous Research Laboratory 
Reveals A Practical Application For A 


FAMOUS PAIR 
pe KINNEAR 


Ohio) where pr tn een For Protection 
were completely equip Y 4 . 
4 year ‘round protection and —te, Against Intrusion 
convenience. A Kinnear Rolling = 
Grille is used for an impassable 
barrier against intrusion, which 
also permits the admission of air, 
light and vision. And in the same 
opening is a Kinnear Steel Roll- 
ing Door to guard against the ele- 
ments, fire, burglary and the loss 
of heat. Both installed to give a 
neat and attractive appearance! 
They operate independently of 
other. ... coil in a small 
space above the opening, re- 
quiring no usable floor or wall 
space... . are individually coun- 
terbalanced for effortless opera- 
tion... . and are custom built 
for the particular opening as are 
all Kinnear Doors and Grilles. 


When you have a door problem 
bring it to Kinnear for the cor- 
rect solution. Send for our com- 
plete catalog of Upward Acting 
Doors and Equipment. It con- 
tains information you'll want 
on hand. 


INNEAR 


Ps ROLLING DOORS 
For Protection 
Against the Elements 


The KINNEAR MFG., CO. 


2060-80 Fields Ave., Columbus, Ohio 
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Whether You Buy A Tankful Of Gasolene Or 
A Carload Of Oil—You Can Be Sure That 
CITIES SERVICE PRODUCTS Are Unsurpassed! 


THE QUALITY of Cities Service gasolenes, oils and greases is guarded 
every step of the way from the oil well to you. For Cities Service is a 
completely integrated unit in the oil industry, engaged in all phases 
of petroleum operation ... production, transportation and refining. The 
finished products, backed by 74 years of refining experience, reach 
you through 15,000 reliable outlets. The Cities Service emblem is 
your guarantee of dependable products and efficient, courteous service. 


CITIES SERVICE ES Serves A Nation! 
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— FOR PERFECT CONTROL SPECIFY TITAN 
F\ TITAN RELIEF VALVE 

._—a | z Titan Temperature and Pressure Relief Valve pre- 
ad Pa vents excessive pressure and temperature. Pressure 
relief is obtained by means of a spring loaded valve 
which opens when pressure reaches a predetermined 
point. Temperature relief is obtained by means of a 
fusible metal disc which melts at 200°F and permits 
the overheated water to be discharged. 











TITAN SAFETYSTAT 


Titan Safetystat automatically shuts off all gas to 
the burner in the event excessive temperatures are de- 
veloped. Before resuming normal operation, the cause of 
excessive temperature should be determined and reme- 
died. To resume normal operation after Safetystat has 
functioned, valve plunger must be reset. No fusible 
member to be replaced and no necessity to disassemble 
the valve in any way. 


TITAN SNAP ACTION THERMOSTAT 


Titan Snap Action Thermostat is an extremely sen- 
sitive instrument, providing perfect control of water 
temperature. Its simplicity and ruggedness is a guar- 
antee of long life. Equipped with a Temperature Se- 
lector which permits adjustment over a wide rangs. 
Decided advantage over the type that is set at the 
factory for only one fixed temperature. Sizes are from 
2” to 11”. Used on all types of gases. 





TITAN DELUXE DRAIN COCK 


Titan Nu-Drain is in harmony with the cleancut 
appearance of the new heaters. Its compact design 
provides almost complete concealment of the body. It 
improves the appearance of any heater. 


TITAN SAFETY PILOT CONTROL 


Titan Safety Pilot Control Type B-16 operates by 
means of a bi-metal strip in contact with the pilot flame. 
This instrument automatically prevents escape of un- 
burned gas from the main burner in case the constant 
pilot flame should become extinguished. 














Titan Controls are built to meet the rigid re- 
quirements of water heater manufacturers. They 
are standard equipment on most automatic 
storage water heaters approved by the A. G. A. 


coe oe 
E TITAN VALVE & MANUFACTURING COMPANY 


ERMOSTATS » » SAFETY PILOTS » » RELIEF VALVES » » SAFETYSTATS 
13 Elk Avenue Cleveland, Ohio 


this page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Frakd 





> 
3S 
= 
> 
= 
= 
E 
q 
6 
>) 
= 
3s 
= 
——) 
& 
SS 
SS 
= 
QQ 





























QUALITY 
Wa 


LIC BRAKES FULL-FLOATING REARAXLE 


Dodge led the field in giving Dodge pioneered this great 
you genuine hydraulic Gun advancementin low-priced 
that stop quick, save tires and 1}-ton trucks to improve per- 
brake linings. formance, cut upkeep. 


ONE-PIECE REAR AXLE 
HOU" NG 


4 PISTON RINGS 
Only Dodge of the lowest- And, of course, Dodge pio- 
priced-3 gives you 4 piston neered this feature, tool— 
rings. The others have only 3 Means sturdier, more depend- 
—saves gas and oil. able construction. 
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12-77 PUBLIC UTILITIES EVERYWHERE 
lef “4 USE DITTO to Help Control! Operations 


Every smudged copy, every error in copying, 
every overworked and overloaded typist — 
demonstrates again your need for Ditto. For 
Ditto eliminates such wastes. 


Public Utilities everywhere are accurately 
controlling their operations by using Ditto 
for the speedy inexpensive reproduction of 
reports, accounting forms, repair instruc- 
tions, operating orders, material lists, inven- 
tories, schedules and the like. In no other 
way can you make copies so quickly and 

so inexpensively. 
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Write today for our new 
book “‘Copies—Their Place 
én Business.” It tells fully 
just what Ditto is, and 
what it can do for you. 


Ditto 


INCORPORATED 
2284 W. HARRISON ST. 
CHICAGO, ILLINOIS 
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Modern principles 
of valuing industrial properties 
and how to apply them 


This book presents the basic principles underlying the valuation of industrial properties, 
with illustrations of their application to specific valuations.. The book includes a 
synopsis of all the controlling United States Supreme Court decisions affecting the 
practice of valuation, and the development of an entirely new principle of depreciation, 


ENGINEERING VALUATION 


by ANSON MARSTON 
Senior Dean of Engineering, Iowa State College 


and THOMAS R. AGG 
Dean of Engineering, Iowa State College 


655 pages, 6 x 9, illustrated, $6.00 


Practicing engineers and appraisers will find this comprehensive, up-to-date treatise 
embodies the results of the widely known valuation research carried on for 16 years 
at the Iowa Engineering Experiment Station.. They will find that it embodies also 
the many court decisions since 1919 which have established and clarified fundamental 
valuation law. ‘The book presents in practical form the results of work that has 
done much toward putting the mortality characteristics of industrial property on a 
sound, scientific, actuarial basis. 


Special features of this book: 


—— the condition—per cent tables 
the methods of using mortality curves as aids in forecasting the probable service 
lives of industrial-property units 
the methods for estimating and accounting for actual depreciation 
the detailed analyses of 68 court decisions on valuation ; 
the tables of approved or implied allowances in valuation decisions for overhead 
costs, preliminary-expense value, going value, and working capital. 





Order from 


PUBLIC UTILITIES REPORTS, INC. 
1038 Munsey Bldg., Washington, D. C. 
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Yes — 
Indirect Lighting IS Best 
For YOUR Customer! 








| BUT 
CAN YOU 
PROVE IT! 


eb e6scade 


Guth Super Iluminator 


“I GUTH aus LIGHTING 


ad New. Demonstration Kit Brings 
Good Lighting To Your Customer 


FULL DETAILS 


The EDWIN F. GUTH Co. 
2615 Washington Blvd. 
St. Louis, Mo. (above): New Guth Lighting Kit 
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®@ Easier Trimming Permissions 
© Cheaper Brush Disposal 


®@ Better Working Vision 


‘ 


COPPERWELD NON-RUSTING Always use dependable Davey Service 
Geuce Galric and DAVEY TREE EXPERT CO. ENT, 


barbed Wire DAVEY TREE SERVICE 
NEVER weed PAINTING 


That's why they COST LESS per year 
Copperweld Steel Company Glassport, Pa. 


HYDRAULIC TURBINES 
FRANCIS AND HIGH SPEED RUNNERS 
* Penstocks 
* Butterfly Valves 
* Power Operated Rack Rakes 
* Gates and Gate Hoists 
* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 90 BROAD ST., NEW YORK, N. Y. 
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LWAYS-- 
IN ALL WAYS.-- 
A GOOD INVESTMENT-- 


The Cleveland ‘““Baby Digger Model 95”’ 
The Complete Trencher 


Two factors determine the value of your 
trencher investment viz: — general adaptability 
for use on the maximum percentage of your 
work, and low cost of operation and main- 
tenance. 

Literally thousands of miles of completed 
trench have proven the correctness of the 
Cleveland Baby Digger’s original patented de- 
sign, to completely meet the stiffest require- 
ments for city and suburban work and assure 
getting the most out of machine trenching, 
wherever or whatever the job. 





Fits the Job--Gets to the 


Job--Does the Job 


Always constructed with the finest materials 

procurable and in line with. the highest 

standards of engineering practice, now more 

finely balanced, more powerful, much faster, 

and more resistant to wear and abuse, than 

any previous model—the Cleveland Baby 

Digger Model 95 represents the utmost in 

trenching economy and efficiency. 

Add to these features, extreme compactness 

(overall width but 5734”), lack of all excess 

tonnage (weight less than 5 tons) and un- 

surpassed mobility and transportability and 

you can understand why the Baby Digger, 

th COMPLETE TRENCHER, Soothes Most Trench, in Most Places, at Least Cost, 
pays big dividends on the investment. Get the details without obligation. Write today for 
complete information. 


THE CLEVELAND 
TRENCHER COMPANY 


“Pioneer of the Small Trencher” 


20100 St. Clair Avenue 
CLEVELAND, OHIO 


The CLEVELAND 
BABY DIGGER Model 95 
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Perfect Results 


with the new 


“EQUALIZED HEAT” OVEN 


© An exclusive L&H Electric 
Range feature that directly 
helps close saies. Wire or 
write for complete facts, < a 





A. J. LINDEMANN & HOVERSON CO. MILWAUKEE, WISCONSIN 








“Buttons of Corrugated Lead Strips 


VEN the most superficial study of the Exide- 
Chloride Battery will reveal the reason why, for 
nearly half a century, it has been the choice of leading 
utilities and industrial power plants all over the world. 


Numerous tightly coiled strips of corrugated lead pro- 

Section of a Manchester vide the active material of the positive plate. Forced 
Positive Plate under pressure into openings in an alloy grid, the re- 

sulting “buttons” give years of service—their long life 

only equalled by the negative plates in which the active 

material is virtually sealed in boxes of perforated sheet 

Complete Machester Button and lead. Our Bulletin 204 gives you much valuable infor- 


One Partially Unrolled mation on this widely used battery; a copy is yours 
for the asking. 


: 4 
FE x if ve THE ELECTRIC STORAGE BATTERY CO. 
3 The World’s Largest Manufacturers of Storage Batteries 
for Every Purpose 3 


CH LORIDE ! PHILADELPHIA 
8 A T T E R I E s Exide Batteries of Canada, Limited, Toronto 
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CHEVROLET TRUCKS 
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=) peaturing 
Great power and brilliant per- 
formance 


Outstanding economy of operation 
and maintenance 


Unmatched dependability 


Extra long life, new design and 
construction 


Modern appearance and styling 


WL Ln 
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PERFECTED 
HYDRAULIC BRAKES 


I 
© Seupox of gain? 


CHEVROLET MOTOR DIVISION, General Motors Sales Corporation 
DETROIT, MICHIGAN 


“THRIFT CARRIERS FOR THE VATION 
More power per gallon . Lower coit pret load 
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Heat On Wheels 
By 
Electricity 


[’ is an automatically controlled 
steam heating electric radiator. 
Gives off both radiant and convected 
heat. 


Shipped all ready for plugging in. 
Filled with just the right amount of 
non-freeze water. Mounted on ball 
bearing casters for pushing to. any 
room. Is so light can easily be carried 
upstairs or down. 


Made in 4 sizes with heating equiva- 
lents of 1014, 14, 17% and 21 sq. ft. of 
radiation. 


Furnished for 115 and 230 volts A. C. 
current only. Equipped with Klick- 
son thermostat and automatic current 
cut-off. 


Finished in attractive neutral. tone 
with base in black. Yields good mar- 
gin of profit. 


Send for prices, discounts and full par- 
ticulars. 


Established 1873 


Manufacturers of Heating Equipment Since 1873 


IRVINGTON, NEW YORK 
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THEY CALL IT THE 


‘TREMENDOUS TRIFLE” 





Oil is relatively a small Purchase... But 
110 Industries find in this “tremendous trifle” the 
way to lower manufacturing costs ... Backed up 
by Socony- Vacuum “Correct Lubrication” 





—_— 


_ oF OIL! Select the right kind 
. deliver it in the right way 
. to the right place . . . and it may 
save you thousands of dollars a year! 


The amount of oil and grease you buy 


annually may be Jess than ¥% of 1% of 
your total purchases. 


BUT THIS TREMENDOUS 


AFFECT EFFICIENCY AND 
PROFIT OF YOUR PLANT! 

It can increase output. Lower 
maintenance costs. Protect capital in- 
vested in production units. 

And the slight difference in price be- 
tween the cheapest oil and Gargoyle 
Lubricants . is often repaid a 
these benefits of 


thousand times by 


TRIFLE CAN PROFOUNDLY CORRECT LUBRICATION. 


Correct Lubrication Means 
the Right Oil... in the Right Way 


...in the Right Place 


SOCONY-VACUUM (= 


CORRECT LUBRICATION mney 














SAVES 
MONEY 
FOR 
INDUSTRY 


x 








_ 1 Years’ Lubrication Experience — the Greatest in the Business 
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A New Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Public utilities are welcoming this revolu- 
tionary larger-capacity foam equipment for 
flammable liquid fires. 

The specially designed PHOMAIRE Play 
Pipe connects to your hose line (34," to 2!/,"). 
When the water is turned on, PHOMAIDE, 
a new foam-making solution carried in a Hip 
Pack, and air are automatically drawn into 
the water stream in the proper proportions 
to form foam. 

There are no complicated preliminaries, no 
confusing adjustments, no moving parts. And 
only one man is required at the Play Pipe. 


Less than 20 gallons of water at a pressure of 
75 pounds or more are required per minute. 
This is the only efficient foam unit available 
for small lines. One gallon of Phomaide 
Solution makes 350 gallons of foam. 300 to 
400 gallons per minute may be continue 
produced by merely pouring additional sole 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask for 
descriptive literature, prices and a demon- 
stration of the Phomaire Unit illustrated at 
the left. Don't wait! Mail your request now. 


Get the Latest Foam Equipment 


Promaise wna Phomaide 
PLAY PIPE 


SOLUTION 


developed, made and sold by 


NEWARK é antag, Como 


maneas ciry 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








November 25, 1937 Public Utilities Fortnightly 





ee 











— 


SPACE RESERVED 











AMERICAN STREET ILLUMINATING COMPANY 
261 NORTH BROAD STREET PHILADELPHIA, PA. 
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USE DOUBLE SEALS TO MAKE 
DOUBLY TIGHT CONNECTIONS 


This mechanically strong copper pipe con- 
nection features 2 planes of contact 45° +- 

' 90°. It requires no sealing agent for its 
copper to copper in a positive doubly tight, 
doubly sealed connection. Use Double Seals 
on appliances, instruments for piping water, 
gas, air or liquid of any kind. They are ap- 
proved by Underwriters’ Laboratories and 


by scores of independent laboratories. Write for catalogue. 


HAYS MFG. CO., ERIE, PA. 
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Two-Stage Furnace 


The Two-Stage Furnace extends to a broader 
range of power plants the advantages of the 
slag-tap furnace. 

It permits the successful use of the widest 
range of coals, including bituminous coals of 
almost any volatile, ash, or sulphur content. 
It increases the range of ash fusion-tempera- 
tures and boiler rating over which molten 
ash may drain or be tapped. It minimizes 


fouling of the convection tube-bank by 
shielding it from the intense radiant heat of 
the combustion zone of the furnace and by 
cooling, in the second stage, suspended ash 
particles not trapped in the first stage. 

The Two-Stage Furnace has been applied 
to 24 boilers having a total capacity in 
excess of 9,000,000 pounds of steam per 
hour. 
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MODENNIZAL 


Integral-Furnace Boiler 


Bailey Water-Cooled Furnace Constructions 
are applied to the B&W Integral-Furnace 
Boiler for high availability and low mainte- 
nance cost with minimum outage for repairs 
and replacements. The wall and floor con- 
structions and the flame travel make ash 
removal easy, prevent troubl lagging 
of the boiler tubes, and result in efficient 
combustion and low carbon loss over a wide 
range of loads with pulverized-coal firing. 
The furnace is equally suitable for burning 
either oil or gas. 
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Stoker-Fired Furnace 


B&W Chain-Grate-Stoker Fired Furnace, 
with Bailey Stud-Tube Uptake and Down- 
take Walls and refractory-backed bare-tube 
side-walls, for Dresser Station of the Public 
Service Co. of Indiana, Terre Haute, Indiana. 
The unit has a capacity of 180,000 lb. of steam 
per hour. 

The arch of the downtake Stud-Tube wall 
is full refractory covered to improve ignition 
with Indiana coal having an ash fusion-tem- 
perature of 2000 F. 

Bailey Furnace Constructions have been 
important factors in reducing furnace and 
stoker int and increasing boiler 
availability with over 600 stoker-fired boilers 
throughout the world. 





THE BABCOCK & WILCOX COMPANY, 85 LIBERTY ST., NEW YORK, N. Y. 


WILCOX COMPANY. 
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Wire Rope and Strand 


now products of 


BETHLEHEM 











Win the recently-announced acquisi- 
tion of Williamsport Wire Rope Com- 
pany by Bethlehem Steel Company, 
Bethlehem becomes a manufacturer of 
wire-rope and strand. 


For years the name Williamsport has 
been identified with dependable wire 
rope and strand. Not only to men who 
have been using Williamsport products, 
but to all other wire-rope and strand 
users, Bethlehem’s entry into this field 
marks an important forward step. 


As Williamsport Wire Rope becomes 
Bethlehem Wire Rope, customers of 
Williamsport Wire Rope Company can 
look with assurance to Bethlehem to 
maintain the quality standards associated 
with Williamsport products. Advantages 
to the user may naturally be expected to 
accrue from the broader manufacturing 


and servicing facilities offered by the 
Bethlehem organization. 


Customers of Bethlehem Steel Com- 
pany can now obtain a complete line of 
wirerope and strand from the same 
source which furnishes their other steel 
requirements, and made to the same 
quality standards as those that govern in 
the manufacture of Bethlehem alloy and 
tool steels, plates, sheets, and other 
products. 


Wherever and however you use wire 
rope and strand you will find Bethlehem 
a source of well-made, dependable ma- 
terial, serviced by men whose long, first- 
hand experience in analyzing and solving 
wire-rope problems is a background for 
authoritative recommendations on the 
most suitable grade of Bethlehem Wire 
Rope for any task. 





BETHLEHEM STEEL COMPANY 
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gineering concerns especially equipped by ex- 
perience and trained personnel to serve utilities 
in all matters relating to rate questions, ap- 
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"Arruuve DESKS 


DESIGNED BY ART METAL TO MEET THE DEMAND FOR 
MODERNIZATION IN BUSINESS OFFICES 


is 


A. the world calls Art Metal Desks "Efficiency Desks." They are 
all that, and much more. They are beautiful desks too—with the kind of 
modern beauty that reflects the good taste of the management. 


Consider the new Airline Desks. In every element of construction they are 
planned and designed to speed the flow of business. Yet unlike many 
versions of the so-called modern desk, they are beautiful to look at as 
well as efficient to work atl 


See them. Get the full facts. You will agree that they have that air of 
good taste which will adapt them gracefully to the decorative surround- 
ings of your office. — 


Art Metal 


ART METAL CONSTRUCTION COMPANY, JAMESTOWN, N. Y. __ 
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A Pair of Wrenches that will 
ut Wrench Repairs 75% 





Regular Wrench 
6" to 60" 





RIFEEIbD 
End Wrench 
6" to 36" 


@ The spectacular rise of FRITZQII> Wrenches to an extraordinary 
popularity is no miracle. Only an unusual tool could have won mil- 
lions of enthusiastic users in the few short years since RIBAID 
came on the market . . . But the guaranteed unbreakable housing 
(which ends fully 75°, of your wrench repairs), the comfortable handle, 
the replaceable non-slip, non-lock jaws of chrome molybdenum alloy, 
the easy-spin adjusting nut, the handy pipe scale on hook jaw— 
these and other features were what wrench users welcomed. If you 
don't know the economy and satisfaction of these wrenches, you 
ought to hurry and find out about them. 


Order from your Jobber. 


The Ridge Tool Co., Elyria, Ohio 


Rikakib 


PIPE TOOLS 


enches, Cutters, Threaders, Vises, Extractors 
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WHICH CAME. FIRST? 


FAR-SIGHTED _ purchaser 


placed an order with us for a fieW tur- 


has’ just 


bine-generator to be operated at 2400 pounds 
pressure—almost twice tHe’steam pressure of 
the most modern machines how being installed) 
—and 940 degrees of tempétature—higher® 
than that «sed in any other plant now in 
service. 

When this machine is placed in service, a new 
high ‘standard of over-all ‘efficiency will be 
set} New ‘experience in déaling with high 
pressureS and temperatures will be obtained"; 
And the progress of the entire industry to, * 
ward the productiort of more patie Me at 
less Cost will continue. 


Now the question: How is this:progress’ made 


possible? Iz is simply the result’ of a Wist 
purchasing policy and wise manufacturing. 
The purchaser’s policy is designed to reduce) 
the cost.of éléctri¢ service through the use of 
the best‘and most efficient apparatus he tan 
buy? The manufacturer is prepared—throigh 
years of experience, trained personnel} and 
"gdequate facilities—to maintain a prog 
development of better apparatus. 


We «are ,are staninded of the.old riddle, 
“Which came first, ‘the chicken or the cee” 
‘Totus, it’s simply economic co-operation. 
»The nraiyyfacturer is encouraged—and able 
to continue “the development work. 


7 - 
“chaser gets what he needs today— nd’ 


mofrow. ‘And the industry goes steadily 


: 





